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ImlRODUCTION 
Management services for businesa concerns are 
not a · new development~ t-t is impossible f'or one to trace 
its exact origin·. Nev-ertherless, not until the late thir-
ties, public attention has been. aroused, and tha importance 
and significance of' management services have been generally 
recognized• 
During the years of twenties-, the American econo~ 
went through an:. explosive expansion which was mainly due 
to th tremendous advancement in technology. Mass produc-
tion'. was made possible and mass distribution feasibl&e 
Firms began to grow in' size. The advantages~ possessed by 
producing and selling in large scale manner have been repeat-
edly reported and illustrated by writers and economists• 
miere is little or no doubt to its truth-. 
On the other hand, the majority of the society 
still consists of small ones,· operating under their indi-
vidual efforts. Facing growing competitions, their chance 
of' survival greatly reduces• This danger becomes more emi-
nent than ever·~ rt is apparently· difficult for a small 
business with limited financial resources and managerial 
abilities to compete with gigantic enterprises which have 
almost inexhaustible financial support and employ specialists 
in nearly every and all fields~ 
Im the American economy of free enterprise., the 
right: for small business -to exist should not be denied:. 
~e history of economic progress proves sound justification. 
for the· maintenance of small business in the present economy. 
~eir existence is not only important to themselves but 
also to the society as a whole. Viewing the· difficulties-
that small business encounters, their need for assistance 
and guidance becomes more apparent. Management services 
are. being designed to assist and to guide the small business 
to operate in a more competent manner. 
~e present thesis is presented in the following 
order:-
a~ to describe and discuss the nature and sig-
nificance of small business in the modern society; 
b• to list the management services available 
through different channels and sources; 
c• to propose recommendations in the areas where 
services are still deficient and inadequate• 
PAR~' I 
NATURE AND PROBLEMS OF SMALL BUSINESS 
CHAPTER I 
WHAT IS SMALL BUSINESS 
1. Definitions 
'l!he term "Small Business 1111 is so commonly used 
-tbat its meaning is usually taken for granted. Yet it has 
markedly different connotations for different people. 'l!he 
dividing line between 11 large11 business and "small11 . business 
-is, for instance, higher for manufacturers than for distri-
butors, higher for wholesalers than for retailers, higher 
for dealers in commodities than for dealers in services~ 
I t is not possible to draw any mathematical boundary to take 
in all firms that could reasonably be classed as small 
business for some purposes, without including a number that 
could, just as reasonably, be classed as 11 medium11 or even 
-11big11 • We have to provide elastic limits for small business• 
1 
If the obviously small units are put in one sector and the 
giants in another, we can also recognize a middle size group 
that shares the headaches of small business for some purposes 
and of big business for others. Nevertherless, we have to try 
our best to clarify the term in different ways. 
A.~ 
(a) Department of Commerce Classification 
According to the Department of Comm.erce ! 's definition, 
2 
manufacturers which employ less than 100 people, with an annual 
sales volume of a half million to a milliOn dollars, are 
classified as small business, Their total assets are approx-
imately $250,000 and net worth less than lloo,ooo. 
In: wholesaling, the yardstick is shifted to volume 
of sales rather than number of employees, It excludes from 
ranks of smal1. business any wholesaler with sales exceeding 
l~oo,ooo - a volume that may easily be reached, in wholesaling, 
-with only few employees, 
Retail and service enterprises, along with con-
struction, hotels, and amusements, are classified on the basis 
of sales or receipts~ R~tail and service business are classed 
as 11 small 11 : if annual sales or receipts are less than $50,000 
This volume may be readily obtained in retailing but not in 
some personal-service lines, 
Applying these arbitrary upper limits, small busi-
ness would represent roughly 92 per cent of all business 
establishments other than farms and professional offices, 
45 per cent of the total personnel in business, and 34 per cent 
of the total value of output or sales• A percentage distribu-
tion is as follows: 
T"'ABLE I 
PERCENTAGE OF SMALL BUSINESS IN U.S. TOTAL 
Industry of ~ade 
Manufacturing 
Wholesaling 
Retailing 
Bervice EBtablishments 
Hotels 
Construction 
Places of Amusement 
All Industry 
Establishments 
91.6 
77.2 
~!.~ 
98.7 
90.1 
93.1 89.8 . 
92.5 
Personnel 
29.9 
39~0 
56,2 
73~8 
73.8 47,0 
~·6 · 
. .8 . 
SDurce: Census of Business, 1939 
Value 
sales 
of Output 
or receipts 
30.6 
21.1 
42.4 
65.5 
26,5 
34.2 
3i.3 3 ,..]. . 
3 
(b) BUreau of Labor Statistics 
~e Bureau of Labor Statistics has determined what 
small business is by establishing an "average size"'· in volume 
of employment for a number of industries, and classing as 
"small" those establishments which fall below the average. 
For manufacturing, the Bureau of Labor Statistics 
classified that any plant employing less than 43 employees 
is "small business"~ as against the 100-employee limit in 
the Department of aommerce Classification. 
For Wholesaling, the average of sales of small 
business is $209,000. This figure almost equals the ceiling 
placed on " 'small business" ' by the Department of aommerce. 
- -Ih retailing, annual sales of $20,000 are the 
average set by the Bureau of Labor Statistics. This figure 
is much lower than the one established by the Department of 
Commerce. It must be noted that the majority of retail es-
tablishments are managed solely by the owners, and they account 
1 
for four-fifths of the independent retail trade. 
For service business, the average is set at annual 
sales of about $5,000. Even with this low figure, about 87.7 
per cent of service firms are included in the classification 
of small business. 
The use of Bureau of Labor Statistics averages 
provides marked contrasts from one industry to another, for 
See Chart 1 
Manufa cturin_g 
Aver age number of 
Wa ge Earners per 
e s tablishment 43 
Wholesale Tr2:de 
Average annua l 
sales per es-
t a blishment 43 
Ret a i l - I ndependent 
Average annual ne t 
s a les per es-
blishment $20,000 
Reta il-Cha in Stores 
Average annua l net 
sa les per e s -
tablis~~ent $47,000 
Se:flvices 
Av er age annual 
r eceipts per es-
t ablishment $5 , 000 
Establishments 
Wa ge Earners 
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percentage of small establishments 
per centage of large establishments 
[ l 
~ -~ 
percent of tota l 'tTage ear ners employed 
in small establishments 
percent of total wage ear n ers employed 
in large establ ishments 
CHART I : Proportion of large and small establi shments 
and distr i bution of wage earners in 19~9. 
Source : Data compiled from Censu s of Manufacturers, Census of 
Busines s , 1939, and compiled by U .• s. Bureau of Labor 
Sta t i stics . See hearing before Senate Small Business 
Committee, 77th Congress, Ist Session, Part 12 , 
p. 1744-1745. 
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instance, in manufacturing. A rubber manufacturing plant of 
100 workers would be under the average and, hence, small 
business. In printing and publishing, on the other hand, a 
firm in the small-business class would employ a dozen people or 
less~ 
A_division of establishments and employees into 
small businesses and large units, according to the Bureau of 
Labor Statistics categories·; is shown in the Chart 1. 8-1-nce 
the distribution given in the BUreau of Labor Statistics chart is 
set by wage earners, the number of persons engaged in small 
business is understated. More than 1.5 million firms, mainly, 
in the retail trade and the service businesses, hire no em-
ployees. Dn the case of manufacturers, the chart shows only 
those employees engaged directly in manufacturing. 
In analyzing financial problems of small corporations 
in manufacturing, it has been a common practice to count a 
l 
11 small plant" as one having up to 250 wage earners; on that -
basis, 97 per cent of all manufacturing establishments, em-
ploying 48 per cent of the factory wage earners, could be 
2 
classed as small business. 
(c) Bureau of Internal Revenue 
The figure of $250,000 of total assets has been 
used as the dividing line of size of firms by the Bureau of 
1. Reconversion Act of 1944, approved October 3, 1944 
2. Chart l 
1 
Internal Revenue. The Bureau classfied by net capital 
2 
assets, consists of 
11 {J.) depreciable tangible assets such as buildings, 
fixed mechanical equipment, manufacturing facilities, trans-
portation facilities, and furniture and fixtures, 
6 
(2) depletable tangible assets - natural resources, 
(3) intangible assets such as patents, franchises, 
formulas, copyrights, leaseholds, good-will, and trademarks 
and, 
( 4) land."" 
-Obviously, total assets are not a precise yardstick. 
However, within a given limit, total assets present a fairly 
uniform pattern, and comparison by size of assets isvvalid to 
a certain extent. 
(d) Temporary National Economic Committee 
The ~emporary National Economic Committee used 
the income limit of $25(~000 for small business. It is obvious 
that the figure becomes valueless during period of inflation, 
and also that such a figure may not be reached by larger firms 
during depression times or poor years. 
Thus, in 1939 a net annual operating profits of 
$25,000 was generally associated with manufacturers with total 
assets of above a million dollars. But i n 1941 that income 
was often reached by corporations having less than a quarter 
million dollars in total assets, and even less, during the 
1. Bureau of Internal Revenue, Statistics of Income of 1941, Part ~ 
2 Ibid. p. 236 
7 
post-war. 
The following table is a composition of the limits 
of size employed in the previous official data to identify 
firms which are within the classification of small business: 
TABLE II 
COMPOSITE DEFINITIONS OF SMALL BUSINESS 
Criterion M'antifacturiri.S Wholesale Retail and Services 
NUmber of employees 100 10 10 
Sales or receipts #500,000 t :2oo,ooo $50,000 
'nOtal assets -250,000 50,000 15-,ooo 
Net worth 150,000 25,000 10,000 
N-et profits 12,500 10,000 3,500 
Sources: Compiled from previous definitions 
(e) u 1 s~ c.ongress 
The u.- S:. Congress defines the size of f :t:tms 
somewhat different from others. During the Second World War, 
federal legislation that attempted to meet the special pro-
blems of small business had its direct practical application 
mainly within the group of manufacturers in the employment 
1 
range of 50-500 workers per establishment. 
In Congress, the small business was defined as;-
(1) manufacturing and production enterprise which 
is to employ 500 orl less, 
2 
(~ ) wholesale establishment with net sales not more 
than a million dollars a year, 
1. Public Law 458, passed by 78th Congress, 2d Session 
October 3, 1944. War Mobilization and Reconversion Act 
of 1944, Title II. Sec. 204 
2. Ibid. 
(3) retail, amusement, service or construction 
establishments, which should keep their net sales or receipts 
not more than $250,000 a year, 
(4) the business concern which should not be a 
dominating unit in its industry or trade, , and also consider 
their comparative size in the industry or trade. 
Under this definition, all except those companies 
on the very top, were treated as small business. 
Limitations of Size Classification 
The classification of small business in terms of 
physical units is useful and convenient for tabulation of 
overall statistics, but it is not expected to ·cover all firms 
that have small-business problems. When monetary units are 
employed as a measuring stick to differentiate the size of 
firms, there is a need to consider the change in monetary 
value. 
Furthermore, even with moderate accuracy in the 
classification of major areas of business, reservations in 
a comparison between specific and apparently related lines 
is needed. Clearly, our conclusion as to smallness and 
bigness must be conditioned by the character of the par-
ticular field in which it operates. 
B. Position in Industry 
The operators of a business themselves usually 
measure ::..· its smallness or bigness by the position it occu-
pies in its own industry. In the classic case of the auto-
8 
mobile industry; Hudson, Studebaker, and Packard are con-
sidered as small manufacturers as compared with General 
1 
Motors, Chrysler or Ford;1 although no one would pretend 
that they are small in the absolute sense. Any one of them, 
with millions of annual sales and with ita securities well 
established on the stock exchange, would rate as the giant 
in many other industry. 
There is also the question as to whether an inde-
pendent refrigerator firm or tire firm doing a business up 
to several million dollars a year, could in any circumstances 
be regarded as small business. In a sense, they have had 
been given considerations to their handicaps of "smallness" ' 
in competition with big-name firma of their respective 
2 
9 
industries. For instnace, during the second World War period, 
the definition of a small business was elastic enough, when 
it came to obtaining working capital for expansion or big 
job, to allow the inclusion, for financing by the Small War 
Plant Corporation, of five million dollars firma competing 
3 
with larger companies. 
l."Economica of A:nerican Industry" E.B. Alderfer and 
H.E. Michl 1942, p81 2. From 
I':"o·,-r; testimony at congressional hearings of the Senate and 
and House Small Business Committee 77th Congress 
3. Ibid. 
C. Organization and Oneration 
In studying the problems that go with smallness, 
we must take into account of characteristics other than 
those of size, whether physical or financial. Small busi-
ness means, typically; 
(a) an identity of management and ownership, 
(b) an absence of specialized staff for sepa-
rate functions and of facilities designed specifically 
for research and analysis or a means to secure its funds 
through sources such as investment bankers, companies 
or insurance companies, 
(c) a personal relationship between owners and 
employees and customers and, 
(d) the affiliation of the firm with a local 
community, and the chief dependence for its market in the 
local area. 
The factors when present in combination, make 
a small business recognizable as such even when its volume 
10 
of business is substantial. These factors may be described 
in a clearer view in the following paragraphs. 
Simplicity of organization is a well recognized 
criterion for small business. The small business esta-
1 blish.."llent is popularly referred to as an "independent". 
1. From various hearings of Federal Trade Co~mission and 
Congressional Committee. 
2. 
This means that its management is not controlled from a 
1 
central office that determines policy for subsidiary Units. 
The independent delaers contrast their position to that of 
11 
the cabins or the factory-owned outlets of the large manufactur-
2 
ers. 
It also reflected in the identity of ownership 
and management. The small business is most typically the 
business of a single proprietor or a partnership. It means 
a job as well as an investment to its owner. Less than 
10 per cent of small business is incorporated; when the 
corporate form is used, the ownership is usually confined 
to a small groups who also share the management of the 
enterprise through different lines. They often deliberately 
3 
limit their growth within the extent of their reach. 
In general, the management maintains direct contact 
with the labor force, striving for and expecting a relation• 
ship of mutual loyalty~ 
The Composite Definition 
With this review of the problems of classifying 
small business and the number of definitions valid or other-
1. From various hearings of Federal Trade Commission and 
Congressiona~ Committee . 
2. Small Business Problem Discussions, Senate Small Business 
Committee, March, 1941 -
3. Committee of Economic Development "Meeting Special Problems 
of Small Business" July, 1947, p.32 
wise, that exist, the term 11 small business" is sometimes 
called a slogan and not a description of an area of enter-
prise. 
However, there are some common denominators for 
small business is defining such as follows; 
(a) Size - Arbitrary limits of one million dollars 
for volume of business,$500,000 for total assets, and 250 
employees are established. 
(~) Management - Generally, the type of firms 
that consists of a single independent organization directly 
under the supervision of owners, who are also its managers, 
whether incorporated or not. 
1 
(c) Financing - The equity capital of small busi-
12 
ness is generally held within the inner circle of owner-
managers. Small business does not ordinarily go into the 
open market to sell security or credit paper, but depends on 
commercial credit, bank credit, and plowed-in profits to 
meet its financial requirements. 
(d) Area of Operations - Usually, small business 
is local in character, although there are exceptions as 
obvious as importing and exporting. Integration with the 
home locality is found in ownership, product, workers, and 
customers, so that small enterprise ordinarily has a direct 
1. De:rartment of -Commerce, Bulletin li0.17 "Small Business, 
its place and problems" p.l-14. 
13 
tie with the growth and well-being of the community in which 
1 
it resides. 
These limits put about 95 per cent of the busi-
nesses of the nation within these definitions, and about 
2 
half of the persons employed in non-agr~cultural enterprise. 
Even with these limits arrived ar, interpo~ating 
will be required on the part of the reader as well as the 
author so that the figures presented may afford a truer 
perspective view. 
2. Areas of Small Business 
The definitions presented in the previous 
paragraphs attempt to give an overall concept of the term 
11 small business". It had not touched the wide areas of lines 
covered under the classification of small business. Thus, 
a brief look at the major groupings, or kinds, of business 
under the category, may give a clearer view on the small 
business, and their respective positions in the industry.-
A. Production 
(a) Manufacturing 
Manufacturing which usually requires larger capital 
for entry, has more of its units incorporated, and needs 
more complete accounting and operating records in comparing 
with the other lines, as distribution and services. It is 
in this area that public interest in the problems of small 
1. Schmdt, .Emerson Peters, 11 Small Business, it's place and 
problems", p. 58 
2. Ibid. p. -69. 
14 
business was, for the moat part, concentrated during the 
war. 
The distribution of employment is different from the 
other areas too. If we make conventional dividing line between 
large and small manufacturing at 100 employees, then about 
92 per cent of the firms and 21 per cent of the persona 
1 
engaged in manufacturing are in small business~ 
q And from the point of view of employment, the 
relative importance of small and large manufacturers varies 
from industry to industry. As in the cigarette manufacturers, 
the eight largest manufacturing companies have predominated 
2 
the employment in the industry, while at the other extreme, 
in the women!a apparel industry, the majority of workers 
3 
are employed in the shops of few employees. The accompa-
nying table will present the distribution of the manufactur-
era. 
1. See Table I 
2. Schmdt, Emerson Peters, "Small Business, it~s place and 
problems", 1947, p.l-14. -
3. Alderfer(, E.B. and Michl H.E., "Economics of American 
Industry', 1922, p.97. 
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TABLE III 
DISTRIBUTION .. OF MANUFACTURERS BY FIRMS AND EMPLOYEES 
Lines 
Foods and kindred products, 
including tobacco 
Printing, publishing, etc. 
Lumber and timber basic 
products 
Apparel, etc. 
Chemicals and allied products 
Iron, steel and nonferrous 
metals 
Furniture and finished lumber 
Machinery (~xcept electrical) 
Textile mill, leather and 
leather products 
Paper and allied products 
Automobiles, equipment, and 
transportation equipment 
Electrical ma.dhinery 
Miscellaneous manufacturing 
'l!'otal 
~o. ·of firms 
in thousand · 
52.5 
37.4 
22.7 
20.3 
14.4 
12.5 
10.2 
8.2 
7.3 
2.5 
1•9 
1.6 
19.3 
0.3 
o.1 
o.1 
0.1 
0.3 
0.3 
e.1 
0.2 
0.6 
0.1 
0.2 
o.1 
No. of employees 
in thousand 
634.3 
276.0 
244.2 
674.8 
475.3 
545.2 
276.1 
380.5 
506.5 
158.4 
96.7 
99.6 
235.4 
1,023.5 
242.7 
116.4 
265.0 
962.2 
l,oo4.7 
145.5 
327.8 
1,169.3 
131.9 
646.1 
336.6 
65.9 
211.8 2.4 - 4,-833•0 6,437.6 
Source: Data compiled from census of business, 1939 
- Less than 50 firms. 
(b) Construction 
The small business of construction is done on 
one-and-two family house, while b1g business concentrates 
on commercial and industrial construction and on apartment 
1 
houses. 
In 1939, the establishments that did less than 
50,000 of annual volume were 93.1 per cent of the total; 
they engaged 47 per cent of the workers and accounted for 
1. Bureau of Labor Statistics, Serial No. Rll51, September, 1940. 
1 
34 per cent of the receipts in the industry. 
More than half of the firms directly employed in 
contract construction were having under 100 employees, with 
most of the firms consisting of self-employed artisans with 
no or few employees. That the small-scale construction 
business declined in the war years, was partly due to the 
scarcity of construction materials and partly due to the 
fact that many of the self-employed were taking jobs in the 
16 
large companies for war production. Their return to self-
employment has accompanied the resumption of house building 
somewhat since the war ended. However, the recent mobiliza-
tion movement has curtailed some of the small construction 
industry~ 
( ~c) Miriirig 
This classification includes the mining of coal, 
fluid duels, metallic ores, stones, and other products• 
The firms engaged in ore almost divided between corporations 
and proprietorships in operation. There are few no-employees 
concerns, but a great number of the proprietors and firms 
members performed manual work, including scattered small 
scale operation·~ However, the small number of large firms 
at the top give employment to about two-third of all persons 
engaged in mininge' 
* Census of Business, Part II, 1939. p. 56. 
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~;. Di.stribution 
... 
(a) Retail Trade 
(1) Retail stores occupy about half of the nation!s 
separate business enterprises. Retail trade also accounts 
for half of the self-employed proprietors with no employees, 
and half of the independent businesses employing three persons 
1 
or less. 
The majority of the retail stores are below the 
official line of small business. Food shops, including eating 
and drinking places, are most numerous among these of mis-
cellaneous lines, such as general stores, apparel, accesso-
2 
ries, and dtnlgs~ 
(2) In the retail field much attention has been 
given by the independent dealers to the spread of chain 
stores• The reduction in the numbers of chain stores was 
accompanied by the increase in sales per chain stores 
while sales per independent store declined. The net effect, 
however, did not represent a drastic change in their relative 
3 
position. 
(3) The growing popularity of department stores has 
been a potent factor in competition with the specialized 
retail store. The total business o~ department stores 
4 
was almost 10 per cent of all retail sales each year. 
1. Committee of Economic Development, 11 Meeting l;)pecial Problems 
of Small Business", 1947, p. 34. - -
2. Census of Business, Vol.I. Retail Trade, Part I. 1939. 
3. Ibid. 
4. Ibid. 
Although the retail field has to reckon with the 
great department stores, mail-order houses, and chains in 
its midst, it remains essentially small business, both in 
number of firma and in number of employees. 
(b) Wholesale Trade 
Like the retail trade, the great majority of the 
wholesale firms are small establishments. About one-half 
of the firms consist of the self-employed proprietors, with 
no or few employees. Wholesale houses with 100 or more 
employees make up a very small percentage of the total 
1 
number of wholesaler. 
There has been a decline in the aggregate value 
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of sales through wholesalers, yet, the wholesale trade showed 
a gain in number of establishments, suggesting an ~nflux of 
2 
small wholesalers. 
And it seemed that some areas of large-scale 
\'rholesaling have been reduced by the tendency to by pass 
wholesalers by the development of larger retail enterprises, 
both independent and chain, that purchase directly from the 
manufacturer~ 
c-.. Services 
The service lines - the beauty shops, the cleaners, 
the repair shops, etc. - provide the widest gateway for the 
1. Committee of Economic Development, " Report on problems of 
Small Business", 1947, p.l7 -
2. Census of Business, Vol II. Wholesale Trade, 1939. 
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entry of small enterprises for their relative small amount of 
capital required. This is almost typically "Small business" '• 
-Entry is easy, and the turnover of population is correspnna-
ingly high. This industry is confined to no or few employees, 
since the gross receipts of most service firms left little 
for wages~ 
Even considering the high turnover and merger 
returns available in many cases, yet there is remarkably 
little net change, year to year, in the total number of 
service enterprises. t t kept a steay curve even during the 
1 
depression years, as well as the prosperous years. 
It is in the personal-service and repair service 
enterprises that the true little businesses are found~ ~e 
larger service enterprises are mainly hotels, amusements, and 
the business service (advertising, including billboards and 
sign painting; credit bureaus; business research; mailing 
and duplicating; commercial laboratories; etc.) But even 
in hotels and amusements, close to half of the employment 
2 
was in enterprises with less than 100 employees. 
Although the service lines numerically had been 
reduced during the war time, yet the post-war increase in 
standard of living has encouraged the entry into the line 
1. Survey of Current Business, Janurary 1, 1945, 
Denison, E.F., nservice Industries Trend .And Prospects" 
&';also May, 1Q44, p.lo -
2. Kaplan, A.D. ftsmall Business, ites place and problems" ' 
1948, p.33. 
with relatively small capital required. 
D. Other Service Lines 
(a) Transportation, C.ommunication, and Public Utilities 
The title used covers a wide range of service in 
these categories, from self-employed truckers to huge public 
utilities~ A lerge amount of firms engaged in this category; 
mainly of truckers and taxicab drivers have no employees, 
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since they own their own vehicles. Only a very few of the 
firms have more than 100 employees, and these larger companies 
include the railroads, the light and power companies, and other 
public utilities. Hence, their employment stands for the 
major percentage of the total 1n the field·. 
As would be expected from the development of auto-
motive transportation, the number of business firms in this 
field has been greatly increased regardless of the decline 
1 
occured during war time. It is expected to further increase 
with the ease of entry~ · 
(b) Fin~nce, Insurance, and Real Estate 
The name as finance is popularly associated with 
big names and with large sums, most of the business volume 
is in the hands of few large financial companies. Although 
the above is true, yet the number of concerns in the fie~d 
of finance that comes under the head of small business is 
high~ 
1, Survey of Current Business,May, 1944, p. 48. 
For the general field of finance, insurance, and 
real estate, the Department of Commerce estimated that a 
great majority of the firms employed not more than three 
persons, i.e., within range of the definition according to 
1 
size. It runs from bank and trust companies through real 
estate dealers and agents, to primary insurance carriers. 
And despite the large volume of business done 
by a mere per cent of big financial institutions, the ma-
jority of executives and employees in the combined field are 
in the firms with less than 100 employees. 
The previous few paragraphs have only given us a 
brief explanation of the small business and their widely 
range of areas concluded. Nevertherless, they are in 
absolute sense, it is their importance and significnace 
in the nation.l:s economy that we are interested ~~· 
1. Department of Commerce Definition 
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CHAPTER II 
THE ROLE OF SMALL BUSINESS IN ECONOMY 
1. Nature and Importance 
Economic activity in the American capitalistic 
system is based upon the existence of the tremendous number 
of free enterprises. Small business constitutes not only 
a very large segment of the entire business field, but it 
also makes special contributions of its own to our national 
economy. 
No business convention closes without affirming 
that small business is the backbone of the nation~s economy. 
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No government legislation would deny that the small business 
issue is one of the most dependable outlet!s various economical 
resources.-· 
The economic scene continues to rifle with pro-
posals to ensure the survival and expansion of small business~ 
The Concern to keep economic power distributed among many 
independent proprietors is one that goes back to the nation!.s 
beginnings. It has always been designed to check the subli-
mation of small business and to insure an equitable treatment 
under the swift and competitive economy. 
The unique characteristics and nature of the 
small business has unmistakably speak for itself. It may be 
described in the following ways: 
A. Independence nature · 
Undoubtedly, we have witnessed progressive 
concentration of economic control within a few big units. 
The development has had its counterpoint in the development 
of big government. Under widening government regulations, 
big corporations tend to take on the character of quasi-
public utilities. Even farming has been brought under the 
system of production controls, subsidies, price-supports, 
and integrated marketing, all of which added agriculture 
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to the other nationally managed areas of our society. Small 
business thus is left as the only relatively 11unadministrated" 
sector of economy. 
It is because that of all economic elements, small 
enterprises have been the least amendable to centralized 
control, hence, in serving its own interest, small business 
serves as a social and political stablizer. Its very 
number acts as a safeguard against concentration of power 
in any one group. 
In speaking of free enterprise, one does not 
think of Du Pont or U. S~ Steel, although they, too, have 
written epics of success in competition that tested their 
mettle. Free enterprise suggests more readily the multi-
tude of small stores and craft shops, where the large seg-
ment of population are employed. The concept is to provide 
opportunity for individuals to go into new ventures, with 
enough flexibility in the business system for those who 
tries, some succeeding, some failing, and thus making the 
world a more flexible going concern. 
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The future of small business is not of concern 
only to small businessmen. Big business also realizes that 
its chances to continue under private auspices rest heavily 
upon the presence of many healthy small businesses, and on 
retaining the opportunities and liberties that go with pri-
vate enterprises. While for the wage earners, in turn, the 
alternative of self-employment in small business is an im-
portant factor. To many an employee it means a sense of 
independence that might otherwise be lost• It is, moreover, 
a customer and distributor of the products. 
B. Self-employment opportunity 
In any country of large population, there is always 
a marked difference in the opportunities for employment. 
Entrepreneurship is a chosen adventure for some; for others, 
it is in a sense, imposed. 
Small-business ownership is chosen by men of superior 
ability and adequate financial resources as the most satisfying 
outlets for their talents and initiative. While, on the other 
hand, it has also proved to be a satisfying alternative to 
people who do not find employment opportunities with established 
companies because of their peculiarities of personality, edu-
cation, or background. The success in the business history 
includes many concerns and individuals who started from there·~: 
The essential democracy of the world of small business assets 
itself in the varied talents and backgroud from which it may 
draw its new blood-~ · 
C:-.· Other contributions to the ecoriom.t 
(a) Firstly, it represents the special services 
performed for the customer in the distribution of merchandise 
into every town, village, mining center and seaside resort, . 
complementing and rounding out the productions of big busi-
1 
ness,-
(b) secondly, the contributions are made by the 
small business to big business where central industrial 
units receive the output of small concerns which have pro-
duced parts for assembly, and conversely where small in-
dependent concerns carry on secondary and tertiaty manufac-
turing process for large corporations. This interrelation-
ship became important in the business world. Small business 
in a. sense, is an essential customer of large business~· 
(c) thirdly, is the fact that small enterprises 
in many industries also compete with the large, such as that 
one of the present day example is in the transportation 
field. In this process the individual small enterprise is 
the living expression of the open competitive economic 
system with its initiative and individualism, and 
il 
1. Senate Small Business Committee, "Small Business Problems·· 
& "Small Business, access to capital11 ~ 1949, p. 53-4. .., 
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(d) fourthly, it!s that small business supports 
a considerable portion of nation~s population. 
2~ Trend of Business Population 
A.· Prewar trend 
Business censuses have not long classified the 
business population by size of enterprise~ But because 
more than 90 per cent of all business establishments are in 
small business, we may take the year to year record of the 
26 
business population to estimate the number of small business 
enterprises. 
1 
The estimation, indicated that the net change in 
the number of business since the beginning of the century 
has kept pace with the general population trend. By 1941, 
it had increased to 3.4 million firms from about 1.2 millions 
2 
in 1900. 
While a balanced business expansion should mean an 
increase in successful small enterprise as well as in big 
business, however, the corpe~tion between total business 
population and prosperity is far from perfect. It had shown 
an increase in number during the boom year that followed, which 
was ~xactly the inverse proportion to trend of population. 
It is obvious, therefore, that changes in the total of busi-
ness 11birth11 and 11deaths 11 can have paradoxical causes, depend.-
1. Duns &· Bradstreet,- Abstract of United States, 1943, 
Table 414, p.378; Table 5, p.3. 
2. Survey of Current Business, May 1944, p.lo. 
ing on the kinds of small business started and the kinds 
of enterprise of self-employment passed out of the picture• 
In a dynamic economy, progress means obsolescence 
of some types of business as wellaas increase in others, 
only regarding to the over-all factors. Different forces 
have driven the different stores of our economy toward 
increase or decrease• Following is the table reflecting the 
changes between 1929-1939: 
TABLE IV 
CHANGE IN NUMBER OF OPERATING FIRMS, L929-1939 
BY BROAD INDUSTRIAL GROUPS 
Increase or decrease Percentage 
in number of firms change 
All groups, total 
Industrial groups showing 
decrease in number 
Finance, insurance, real estate 
Mining, quarrying 
Manufacturing 
Construction 
Industrial groups showing 
increase 
Transportation & public utilities 
Wholesale trade 
Retail trade 
Service, amusements, hotels, etc. 
- 270,972 
82,235 
16,971 
3,000 
25,061 
37,203 
353,207 
32,100 
25,504 
250,790 
44,811 
SOurce: Domestic Commerce, May 1944, p.8. 
B.~ war ·1m.rect 
9.2 
- 9.3 
-11.1 
-13.5 
-14.7 
27.2 
24.0 
18~0 
6.5 
Although the number of small business declined 
during the war period, their total amount of business rose. 
Because small business was mainly in civilian lines, its 
share of the total wartime production was proportinately less 
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than the wartime increase of large concerns for defensive 
productive purpose. 
During the first half of the Second World war, the 
rate of business discontinuances was low. It might have been 
argued that this was a remarkably small increase in business 
deaths for a war period. But more significant, as a matt er 
1 
of f a ct, was the abnormally low number of new business entries. 
It was partly because of the shortage of manpower and civilian 
merchandise~ Full employment and higher wages given in the 
well established large corporations gave the little fellows 
small incentive to go into business of his own, along with 
the scarcity of materials and labor. 
Small retail, service, and construction enterprises 
were mainly represented in the net decline of a half million 
firms in 1942 and 1943. One man concerns, and firms with 
less than four employees were accounted for the majority of 
2 
the exists from business. 
However, inspite of the difficulties of opening 
new businesses during the war, signs of recovery in the busi-
ness population became evident as early as the middle of 1943~ 
By that time, the number of discontinuances turned downward 
while that of new enterprises began to rise. 
1. SUrvey of Current Business, May 1944, p.lo. 
2~ Duns &:: Bradstreet Reviews 
SUrvey of Current Business, July 1947, p.l6. 
~. Postwar patterri and prospects 
Even for those who expected the worst for small 
business as they saw war production concentrated in the 
hands of the giants of American business, the outcome of 
the wartime experience was not not disheartening. Many 
small business scored substantial gains in civilian produc-
tion and distribution. The small business, as a whole, 
appeared prosperous~ For the years between 1944-1948, there 
had marked . appearence of some 2,250 new ventures. In 1948, 
there were in operation of 3,880,000 business enterprises, 
1 
one-third more than in 1944. 
And in viewing the technological improvements, the 
probability of successful survival in the field of manufac-
turing and construction was favorable• It would consist of 
larger and better equipped units• And it seemed that the 
burden of continuing a viril small manufacturers ~ sector 
2 
appeared to depend on those intermediate-size firms. At 
this level, the independent firms not only seemed able to 
maintain its competitive position against big business but 
also could often large organizations to be its most valuable: 
customers. 
1. Baron's, August 8, 1949, ~illiam, Samuel T. 
"What -chance has small business"~ p.8~ 
2. Gommittee of Economic DevelopmeRt, "Meeting special 
problems of small business"·. June 1947, p. 18. 
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A substantial part of the increase came in retail-
ing. After due allowance was made for the large chains and 
the large department stores, retailing remains the broadest 
area in which employment is provided by the small independent 
business units. And the relatively small capital required 
to invest will continue to make it the favorite field of 
the small enterpriser who has only savings on which to get 
1 
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started. It directly provides a brighter prospect for whole-
salers as well~ 
In the service industries, as in retailing, the 
increase is obvious, because of the small funds required to 
get started and also the consumers will demand more services 
with reference to high production and employment~-
Nevertherless, the pattern of small business has 
changed which was largely due to the present mass production 
techniques. In certain manufacturing areas, small business 
has produced a smaller and smaller proportion of the volume 
of manufactured goods. On the other hand, the nation has 
witnessed a big expansion in typically small business, such 
as retail operations, service industries, and places of 
amusements, hotels, and touristing. Their strength lies prima-
rily in the provision of personal services. 
But even with some advantages taken from the small 
ones, the rise of some large industries has created new 
. . 
1. Domestic Commerce, January 1945, p.l1. 
opportunities for small businesses as suppliers, distributors 
and service units of every kind~ ~e conclusion is clear 
that small business, in terms of numbers , , opportunit'y and: 
markets, has been and still is a vital factor in the nation&s: 
business'~: 
3;,; .: 
-·· 
Bpan"'- of Lif&-: 
~e competitive nature of small business is some-
times expressed in the chances of survival. For answers-,, 
few interesting and suggestive investigations of specific 
communities that have been made, will be prsented in the 
follOl'ling few paragraphs-. 
A·-. Retail survival:, __ 
. - l 
Indiana Stores. - It was based on a study of 207· 
Indiana communities representing 40 per cent of the state~s . 
' population, covering the period 1930-1937. 
Of the stores entering business in 1930, approx-
imately 27 per cent 'were still in business 7 ' years later~: 
Almost 25 per cent of the retail started in 1930 '\'lara out of 
business by the end of the second year, and another 10 per 
cent by the end of the third year~ Sb within 3 years after 
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the given date more than half of the stores were out of busi-
ness'. From then on the loss was progressively smaller each year~ 
2 
As can be seen from the following accompanying table, 
1. Bee G.W;.· Starr and G~-A. Steiner, " ' The births and deaths of 
retail stores in Indiana, 1927-193711 , Dun~'s Review, lan. l94o. 
2. p. 32. 
the percentage of business remaining at the end of Tyears 
differed markedly from one line to the next. In the drug~ 
business better than 50 per cent survived, but less than 
16 per cent of the restaurants remained;.-: A relatively high 
degree of longevityr was achieved by the hardware business;' 
Other lines with a notably high percentage of exits were the 
garage and the retail automobile sales businesses-.-
rt was possible to break down the discontinuances 
in the 207 Indiana towns according to their capital rating 
in the Dtm.'s & Bradstreet review~ About one-fifth of the 
discontinuances had no rating whatsoever; About 53 per cent 
of the discontinued businesses had a capital rating under 
$2,000. Of the grocery stores, which accounted for about~ 
40 per cent of the firms in the original sample, nearly 
80 per cent of the discontinuances had a capital rating of 
less than #2,000 or no rating at all-~'" 
B~ Manufacturing discontinuances 
Minnesota ·study. - The relation of capital size 
to the length of business survival was brought out in a 
study by the University of Minnesota of manufacturing con~ 
cerns in- three Minnesota towns covering the years 1926-1930. 
In•. this case, the percentage of discontinuances by net worth 
groupings was as follmrs: 
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TABLE VI 
PERCENTAGE OF DISCONTINUANCES IN MANUFACTURING, 1926-1930 
Net Worth 
Discontinuances of 
. 1926-1930 a.s a. 
per cent of total 
enterprises in 
existence, 1930 
$5oo,ooo a.nd over • • • • • • • • • • • • 16.5 
. 75,000 - 500,000 •••••••••••••• 15.0 
10,000 - 75,000 •••••••••••••• 35.8 
2,000 - 10,000 •••••••••••••• 66.3 
Less than $2,000 or unclassified ••••••• 87.4 
All enterprises • • • • • • • • • • • • • • • 62,0 
Source: u.s. Senate Committee, Print No.l3, 
September 1942, p.45. 
~s study of the Minnesota manufacturers is 
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more eloquent as to the relation between size and longevity 
than is the Indiana study of retail discontinuances. ~t 
more than 70 per cent of the retail (in Indiana) had capital 
rating under $2,000 or no rating is not surprising since 
the majority of retail firms go into business on a. shoestring~ 
In the case of manufacturers, however, the average initial 
investment is considerably higher• Therefore, the fact 
that seven-eigths of all the discontinuances among the 
Minnesota manufacturers had capital rating under $2,000 
would indicate that the low-capital group is responsible for 
a disproportionately high percentage of discontinuances 
among manufacturers~ 
c·~ Long-term mortality trend 
1 
Poughkeepsie Study. The longest period for which 
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the mortality record of business enterprises has been follow-
ed is in a study made of business enterprises in Poughkeepsie,' 
N. Y., covering nearly a century. It includes all business-
es, excepting finance and utilities, listed in the city 
directories between 1844 and 1926. Nearly all were small 
enterprises. The study enables us to make at least two 
comparisons of direct interest; 
a, on the difference in longevity of different 
types of enterprise, 
b, and on how the mortality of recent years 
compares with that of the nineteenth century. 
Taking the firms for the whole period (and count-
ing any change in proprietorship as a new enterprise) 19 per 
cent of the proprietors11s:!:;ill owned their business after 
10 years. The highest percentage of survival was in whole-
saling and manufacturing, in· which 25.1 and 21~4 per cent, 
respectively, of the establishments continued for more than 
10 years. The lowest survival rate was in small craft and 
service lines, where 1~.1 and 16.6 per cent, respectively, 
1~ American Economic Review, September, 1938 , Hutchinson, R•G:., 
Hutchinson, A.R., and Newcomer, Mabel, "A study in1 Business 
Mortality - Length of Life of Business Enterprises in 
Poughkeefsie, N.Y., 1843-1936.", p.497-514. 
also Dun . s Review, June, 1939, - same authors, "Business 
Life and -neath in a Hudson River T"own. 11 , p.l2 .. 18. 
remained under the same ownership for more than 10 years. 
A -- little more than 30 per cent of the enterprises 
dropped out within one year, averaging the entire period. 
The mortality in retail and service lines was somewhat high-
er than the average, while for wholesaling and manufacturing 
it was considerably less. By the end of the third year, a 
little more than half of the establishments had withdrawn. 
TABLE VII 
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LENGTH OF LIFE OF ENTERPRISES ESTABLISHED BETWEEN 1844 AND 1926 
(COUNTING CHANGE IN PROPRIETORSHIP AS A ~i ENTERPRISE) 
TWpe and Number of Enterprises 
Year of Life Whole- Manufac- Retail- Craft Ser- ':DOtal 
sa ling turing ing 1,423 vice 11,222 
18;2 . 1 1 124 2~261 . 2~822 
1 or less 22.4 24.0 32.5 31.9 32.9 31.5 
2 or less 32.2 37.1 45.8 46.7 47.2 45.2 
3 or less 43.7 49.8 55.0 56.5 56.8 55.0 
4 or less 57.9 63.2 66.2 68.1 69.0 66.7 
10 or less 74.9 78.6 80.7 81.9 83.4 81.3 
over 10 25.1 2S:.4 19.3 18.1 16.6 18.7 
SOURCE: Dun!s Review, June, 1939, p.l3 
A. comparison of the life span of the corporations 
with non-incorporated enterprises indicates, as would be 
expected that the former tended to outlive the latteri But 
considering that corporations are generally larger businesses 
and that their charters are for an unlimited period, it is 
significant that the corporations did not show an even greater 
difference in survival. 
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TABLE VIII 
LENGTH OF LIFE OF CORPORATIONS COMPARED WITH ALL ENTERPRISES, 
1844-1926 
Year of Life 
Over 10 
Over 5 
Over 3 
Over 2 
Over 1 
All enterprises, 
per cent 
21.4 
35.5 
46.9 
56.6. 
70.2 
a.orpora ti one, 
per cent 
29.3 
46.2 
59.0 
70. 7.' 
83.9 
Source: Dun~s Review, June, 1939, p~l6. 
one of the most interesting features of the 
Poughkeepsie study is ita evidence that high mortality in 
small business is no recent development~ There is little 
to choose among the three 30-year periods between 1844 and 
1933~ And judging from this one study, moat lines of retail-
ing lived somewhat longer during the last quarter of the nine-
teenth century than they did prior to that or during the 
first third of the twentieth century, but the difference is 
by no means significant~ 
TABLE IX 
LENGTH OF LIFE OF 10 KINDS OF RETAIL ENTERPRISES 
IN THREE 30-YEAR PERIODS, 1844-1933, PER CENT 
Living 1 year of leas Living over 3 years 
Kind of Business 
1844-
1873 
Confectionery stores 47 
Cigar stores 37 
Grocery stores 39 
Meat markets 43 
saloons 49 
Restaurants 60 
Express service 43 
Shoemakers 34 
Tailors 46 
Barbera 35 
1874-
1902. 
50 
31 
ao 
4o 
30 
31 
16 
28 
29 
25 
1904-
.1933. 
44 
38 
29 
29 
43 
32 
24 
28 
35 
25 
1844-
Ie73 
20 
44 
35 
43 
28_~ 
21 
39 
38 
25 
49 
Source: Dun!s Revie'V'l, June, 1939, p.l6. 
1874-
1903 
29 
45 
57 
36 
4a; 
41 
64 
52 
51 
56 
1904-
1933 
24 
35 
46 
51 
30 
44 
56 
51 
51 
55 
38 
4. ~eed for ·small Business 
A·s we have indicated that the existence of small 
business has social as well as economic values. ~Le flow 
of small enterprises offer a salutary threat to the per-
petuation of monopoly. Along with the newcomers, small 
business activate industry with new ideas keeping establish-
ed companies into competitive alertness and increase eff1c1en-
c~~· Thus, small enterprisers help to keep the advantages of a 
competitive market open to consumer; The small business 
besides its employment of a considerable portion of total 
population, provides its managers and employees with outlets 
for their versatility that form a valuable leaven in a mass 
1 
production economy. 
Partly for such reasons as discussed above, the 
conservation of small business must be considered an 1m-
portant objective in the fash1o1ng of a balanced virile 
economy. 
1. American Economic Review, September, 1938, Hutchinson, R.G., 
Hutchinson, A.R., & Newcomer, Mabel "A: study· in business 
mortality - length of life of business enterprise in Pough-
keepsie, N.Y., 1843-1936 11 , p.497-514 
Also Dun 1 s Review, June, -1939, sa:ijle authors, "Business 
life and -death in a Hudson River tmrn. 11 ~ p.12 ... 19. 
CHAPTER III 
SPECIAL PROBLEMS OF SMALL BUSINESS 
As indicated in the preceding chapter, the mor-
tality rate of small business has been alarmingly high, 
however the cause for business failures are kaleidoscopic ·~ 
In evaluating the causes for business failures, the bankrupt 
and his creditors often disagree on the principal underlying 
causes of whether the failure is due to external factors or 
primarily in the individual!s own shortcomings• 
Commonly, the factor frequently cited as the 
cause of business failure is lack of capital. This is 
inevitable, since bankruptcy itself represents the inability 
to muster the current assets with which to meet current 
obligations·~ However, it was indicated that the lack of 
capital was not an important cause of failure from the cases 
1 
studied. 
Moreover, it indicated that "external conditions" 
were allowed as the principal cause in only a small fraction 
of the cases, while, most cases were attributed to the 
2 
shortcomings of the enterpriers or the '~nternal causes". 
1. Credit and Financial Management, November, 1941, 
Barbee, Emmett E., "Reasons for Failure"; 
39 
Journal of Business-of University of Chicago, July, 1933,Part 2, 
Cover, John A., "Business and Personal Failure and Adjustment 
in Chicago".; u.s. Department of Commerce, "Business Failure 
in New Jersey"~; Domestic Series, No.54, November, 1931. 
2. Ibid. 
4o 
It may be explained that in a large company the 
average executive if reaches a high level of responsibility, 
iB likely to concentrate on specialized work. He may be in 
purchasing, distribution, engineering and production, per-
sonnel, advertising, selling or accounting; but the chances 
are that whatever field he is in , he becomes a specialist. 
Even in his specialty, he has the benefit of assistance from 
both inside and outside the company.- It he reaches the top 
executive position, then, often the department-heads are his 
specialists in addition to all the other members within the 
organization~ 
In a small organization, on the other hand, the 
executive is called upon to be an expert in many fields. 
It is necessary for the small businessmen to find a manage-
ment know-how. Since there is little time to specialize, 
~ind for special assistance, small businessmen must become 
versatile. 
:;_;:;;:::=, -----
This represents a frustrating (delimm~ of how to 
"-----·--
take care of the general management of business and at the 
same time to be an expert or at least have the basically sound 
critical Judgment in the various fields which make up its 
operations~· 
Again, we may have proved that small business has 
demonstrated notable hardlihood in the face of revolutionary 
changes in business organization and technique, however, the 
41 
number of small firms has remained steady despite the develop-
ment of mass production and large scale distribution. Small 
business has quickly responded to new opportunities opened 
up to it by big business. It has over come serious depressions, 
and generally, they have been in the most confident mood after 
the war too. Small business, thus, may draw from the his-
torical pinDure a justifiable inference that as a class they 
have been alert, intelligent, and resourceful. 
These evidences of survival power in small business 
do not mean, however, that small business can afford to be 
complacent about its ability to hold its place in the com-
petition that lie ahead~ Just as the cases of business t.ailure 
ca~not be taken as proof of a general lack of business acumen 
on the part of small enterprisers, so the fact that small 
business has managed to carry on should not be taken as a 
proof that small enterprises in general are competently managed 
to exploit their full possibilities~ The occasional genius who 
achieves outstanding success by instinct or even whole apparent-
lybreaking orthodox rules of management is interesting a s a 
special case, but he does not provide the specifications upon 
which to shape general policy in the field of small business 
management~ As against the success stories of neophytes who made 
good with a shoestring and a stout heart, we should be reminded 
that most years of the prewar decade many of the 300,000 
small corporations reported a net deficit instead of a net income. 
4.2 
We have no reason to believe that if we had access to a . 
paraller recond on the other few million non-incorporated 
firms, with typically smaller capital and smaller fraction sur-
viving the first three years of operation, we should find 
any smaller percentage of deficit cases than is revealed by 
t he sma_l corporations. 
Ev n. among the- small enterprisers who have-, managed 
to succeed· by their wits while their businesses were within 
the compass of one-man control, weaknesses in management 
have come to light and proved crucial when the business grew 
to a status that required some recognition of departmental 
organization and discipline. 
Perhaps, we can take a look at the cases studied by 
John A~ c-over, and the: principal factors of business failures 
1 
present in Table 10. ~s table includes 397 proprietors in 
retail business in Chicago, covering a period of 16 months 
from January, 1931 to April, 1932. Cover properly grouped 
the financial difficulties under weakness in management 
to account for more tahn 50 per cent of the causes of failure. 
Another quarter of the cases were included under the environ-
ment factors, such as changes in the neighborhood and changes 
in the character of the competition. ~e remainder included 
personal and family situations, that impinged unfavorably 
upon the business. However, Cover's study should be in no way 
1. Journal of Business, Vol. VI, July, 1933, Part 2, 
John A. Cover, p.18, reproduced on p. 43. 
.TABLE X 
PRINCIPAL FACTORS IN FAILURE OF INDIVIDUAL PROPRIETORS 
IN RETAIL BUSINESS 
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Factors NUmber of Cases Percentage of Cases 
Management 
Capital 
Inadequate at organ 
Mortgage 
Fixtures and Equipment 
Overhead 
Credit extension 
Expansion 
Location 
Experience 
Negligence 
Indorsing notes 
General incompetence 
Environmental conditions 
Competition 
Price 
Chain 
Other 
Neighborhood changes 
Highway obstruction 
Migration 
Closed factories 
Closed banks 
Inventory deflation 
BUrglary or fire 
Family affairs 
Medical expenses 
Illness of bankruptcy 
Extravagance 
Dependents 
Personal cbara.cteristt:cs 
Speculation 
Real estate 
Stock 
Miscellaneous 
'Db tal 
129 
109 
39 
8 
29 
13 
397 
26 
26 
46 
18 
15 
22 
28 
11 
6 
25 
70 
20 
10 
9 
13 
9 
9 
8 
24 
5 
12 
2 
12 
15 
37 
18 
2 
2 
12 
4 
50.1 
9.8 
2.0 
7~3 
3.3 
100.1 
6.5 
12.1 
4.5 
3.8 
5.6 
7.0 
2.8 
1.5 
6.3 
17.6 
s.o 
2.5 
2.3 
3.2 
2.3 
2.-3 
2.0 
6.0 
1~3 
S0urce: Reproduced from Journal of Business, Vol. VI, 
Ju:ly, 1933, Pa:bt 2, P.18, by John A. Cover. 
3.0 
0.5 
3.0 
3.8 
9.3 
4.5 
0.5 
0.5 
3.0 
1.0 
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considered complete. . It did not mention the numerous cases of small 
business whose failure were not recorded as bankruptcies. ~ose 
who quietly slip out of the business picture after informal 
settlements ~ 
Realizing the difficulties to isolate any single 
factor attributing to business failures, the author attempts 
to prepare a list of factors where the majority of cases of 
business failures fall. 
1~ External Causes 
A. War effect 
As we have alreay learned that it had a definite · 
1 
effect on the small businesses. It works two ways. It ac-
centuates both the discontinuance rates and the new entry rates~ 
~e shortage of civilian merchandise and the mobilization of 
manpower for defense works were a potent reason for business 
2 
discontinuances. 
On the other hand, the immediate business booms 
following the war-ending attract many newcomers. Many of them 
have little or no experience in their lines of business. Ns a 
result, their mortality rate is usually high in times of lean 
years especially. 
~ BUsiness Cycle 
Although failures among small firms follow the rise 
and fall of the business cycle, it does not follow so closely 
as those among large firms~' 'lhis is brought out by comparison 
Year 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
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of the number of failures with more than #loo,ooo of liabilities 
with those less than that amount both before and after the 
depression of the early 1930's. The record appears in the 
a ccompanying tabla which shows the rise and fall of the index 
of failures for small and large business in comparison with 
the Federal Reserve index of production~ 
TABLE XI 
NUMBER OF FAILURES AND BUSINESS ACTIVI TY 
(FOR THE INDEXES, 1935-1939 - 100) 
Failures with Index Failures with Index - Federal Reserve 
liabilities of liabilities of index of indus-
J1oo,ooo and less than trial product-
over 1100 1 000 ion1 
873 347.8 18,779 176.6 58 
868 345.8 22,808 214.5 73 
743 296.0 17,975 169.0 88 
650 259.0 19,965 187.7 82 
591 235.4 20,623 193.9 90 
610 243.0 21,163 199.0 96 
708 282.0 22,438 211.0 95 
689 274.5 23,153 217.7 99 
744 296.4 22,165 208.4 110 
947 377.3 25,408 238.9 91 
1,055 420.3 27,230 256.0 75 
1, 925 647.4 30,197 283.9 58 
830 330.7 19,029 178.9 69 
469 186.8 11,255 105.8 75 
280 111.6 11,230 105.6 87 
178 70.9 9 , 007 84.7 103 
287 114.3 9,203 86.5 113 
283 112.7 12,553 118.0 89 
227 90.4 11,181 105.1 109 
1939* 227 90.4 14,541 136.7 109 
126.0 194o 219 84.2 13,4oO 125 1941 163 6 .9 11,685 109.9 162 
1942 123 49.0 9,282 87.3 199 
1943 66 26.3 3,155 29.7 239 
* New series includin~ failures without official bankruptcy 
procedures, provide loss to cr editors \'Tas i nvolved . 
Sources: Foulke, R.A.,"Behind the Scenes of Business" , Dun & 
Bradstreet, 1939, p.210; Dun's Review, February,l94o,p.4o-42; 
Ibid, February,l943; Ibid, February, 1944; Federal 
Reserve Bulletin. 
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At consideration that may contribute to the rela-
tive insensitivity to the business cycle of the bankruptcy re-
cord for smaller firms is that small firms deal mainly in 
1 
consumer's goods, production of which does not fluctuate so 
violently as that of producers! goods. A second factor may 
be the relatively smaller fixed charges carried by a small 
firm and its resulting ability, by cutting corner.s and reduc-
ing owners' · salaries, to avoid bankruptcies when a correspond-
ing deficit position in a large firm would make a receivership 
inevitable. Finally, the chances are that the largest element 
in the apparent insensitivity of small-business bankruptcies 
to the business cycle is that fact that the small firm eli-
minates itself from the records by having its investment 
wiped out with as good as informal settlement as the situation 
2 
permits. 
c_-. Migration 
The life of nation is continually undergoing changes 
to which small business must adapt. Some cities become larger, 
and some communities become smaller. Suburbs grow as families 
move away from the declining urban areas. And since small 
3 
business usually is local in character, it is expected that 
small business especially will change and shift, die and be 
reborn as the local market undergoes such changes. 
1. T.N.E.C. Monograpg No.21, "Technology in our economy"· 
No.22, "Competition and monopoly in American industry0 ,p.l0. 
2. Bureau of Forei~ and Domestic Commerce, Domestic commerce 
series, No.54, Credit extension and business failures", 
1930 ,p.l2-17. -
3. Cover, John A., Journal of Business, Vol. Vi., July, 1933. 
Part 2, p.18. 
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D. Competition 
It denotes the barriers eat by the big business 
such as price concessions, exclusive franchises, tie-in 
sales and other monopolistic practices restraining competi-
1 
tion which in many cases are clearly unfair to small business. 
2. Internal Causes 
A~ Financing and Taxation 
~e problem of financing is of two phases; to finance 
a new establishment; and to maintain a .-... sufficient amount of 
1 
working capital to keep the concern going. 
Many new businesses do not succeed in obtaining all 
necessary initial ~s as equity capital. This is because 
most persona starting an independent business do not have at 
the outset sufficient savings for launching an enterprise. 
Since many enterprisers are unwilling to share control and 
2 
future with partner. It is thus necessary for them to borrow 
additional funds from lenders who thereby become creditor of 
3 
the business. The income of the business must be divided 
among these creditors to the extent of interest on notes, 
mortgages, or bonds they hold in bua~ess. Consequently, the 
business, as a whole, may sometimes be regulated by the 
credit problem. 
(a) Loans - Commercial credits and business loans flue-
tuates with business activities. There is a tendency of over 
1. Harvard Business Review, Brown, J.A., and Lano, J.E., 
"Commercial banks and small loans 11 , Jul~, 1938, 
2. Burroughs Clearing House, Crawford, A. 'Capital loans for 
small industry", June, 1934, p.9 
3. Ibid. 
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expansion of loans and credits by banks and other financing 
institutions during prosperity times, but it does not mean 
that all the financing has been sound. As in times of pros-
perity moat small businesses receive all the short-terms 
financing they can reasonably use. This short-term financing 
comes primarily from the suppliers of goods and from the 
1 
suppliers of goods and from the commercial banks. Once 
recession starts, credit policy changes and the amount of loans 
and credits curtailed which might lead to disastrous results. 
(b) Ownership :t'unds ~ Even with better prov1aiona, . .;of' 
laon funds by existing financial institutions, some financial 
obstructions will lie in the path of small business. One of 
the most serious is the reluctance of the individual 1nves-
tors to put equity funds for new enterprises and small es-
tablished businesses that want to expand. 
It used to be that more than 90 per cent of the 
capital invested in small businesses were made by promotors' 
2 
own savings and f unds from relatives and friends. Private 
investors were often quite ready to provide capital for 
expanding ones. 
This opportunity has been changed considerably by 
several factors; 
(1) The growth of investment and speculative 
1. Congressional Record Daily, 3470. "Credit facilities 
for small business" , March 8, 1939.-
opportunities for private investors, in large well-diver-
1 
sified companies. 
(2) The amounts of capital needs to operate a 
small business to-day are much larger than years ago, 
making it more difficult for the individual investo to meet 
the small businessman's needs. Going businesses are neces-
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sary to operate at a higher volume, which means more receivable, 
more inventory, more pay roll. Inventory and pay roll coat 
more. Depreciation reserves are inadequate to replace . 
equipment because of the rapid technological developments 
which require large investments in new equipment, if the 
business is to stay competitive. These financial requirements 
2 
are running vary far ahead of profits, after taxes. 
(3) Perhaps even more important in discouraging ... : 
the provision of equity funds is the tax structure to-day. 
As taxes are now levied, both with respect to personal income 
and business income, they undoubtedly seriously dampen the 
3 
urge to invest in small businesses. It starts out with; 
(i) high taxes biting out of current income, 
(ii) the extent to which high individual tax, 
rates cutting down the return if the investment does succeed, 
(iii) the papital restriction denying full tax 
benefit if there should be a loss, 
1. u.s. pepartment of Commerce, Domestic Commerce, Dockerey, 
James c., "Financial Considerations in the establishment 
of a small -business" p.l5-17 
2. u.s. Senate Small Business Committee, report on 11 Small 
Business Finance and Tllxation", February, 1949, p.7. 
3. Ibid.~ p. 7-11. 
(iv) more important of all, the tremendous 
difficulty of replenishing lost capital in the face of the 
big tax levy on subsequent income. 
Any investor in the top tax bracket, putting up 
a capital to help a new business, finds that if the company 
earns about 10 per cent, the most he would get out of his 
money after payment of double corporate and individual tax 
would be 1 per cent. While he can buy a tax-exempt municipal 
1 
bonds which wuld give him a net of 2-1/2 per cent. 
Therefore, the risk of loss when the compensating 
chances for profit after taxes are so severely reduced and 
the opportunities to offset losses are sharply limited. 
Moreover, it has seriously reduced the opportunities to 
increase equity from within the business by plowing-back 
earning. And this is one of the forces influencing their 
owners to sell out to larger companies, and promote monopoly. 
Business is thus often forced to depend largely on 
fixed interest obligations to suppliers, banks or other 
financial institutions to meet both its current and long term 
2 
financial needs, when the real need is investment funds. 
B~ Managerial deficiency 
As we have known that the highest mortality rate 
is in the low-capital groups, such as ervice and small craft 
lines and it is not a recent development. We must note that 
1. u.s. Senate Small Business Committee, report on "Small 
Business Finance· and Taxation", February, 1949. p.9 
2. Pike, B•T., "Financial problems of small business", 
February 25,-1941, ~ecurities Exchange Commission -Press 
Release. 
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problems in financing and taxation are not the only major 
factors. 
1 
From the New Jersey study, they have found that 
the most failures were attributed to the lack of capital 
mingled with poor management. Many businesses fail in the 
manner that the owners of the businesses had received more 
credit than their business ability seemed to warrant. When 
the proceeds from the credit had been used up gradually, 
2 
they were unable to survive. It has also supported by 
3 
Emmett, E. Barbee, who confirmed that 80 to 90 per cent of 
failures are directly or indirectly traceab1e to management, 
which in most cases, is the owner himself. 
Therefore, we may conclude that deficiencies in 
management supply the underlying cause of failure in the 
majority of cases, and the unfavorable external conditions 
to make the failure decisive. 
Building a successful business is a complicated 
process. The businessmen must possess knowledge in buying, 
selling, production, display, bookeeping, cost accounting, 
advertising and many ot hers. Most business begin their 
ventures because of their interest or skill in one major 
phase, and tend to underrate or ignore the others which then 
. . . 
1. u.s. Department of Commerce, "Business Failures in New 
Jersey" ~ Domestic Series No.54, NQvember, 1931. 
2. Ibid; Cover, John A., "Business aHd Personal Failure and 
Adjustment in Chicago 11 , Journal of Business of University 
of Chicago, July, 1Q33, Part . 2 . 
3 . Emmett, E. Barbee, "Reasons f or Failures", Credit and 
Financial Management, November, 1941. 
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later, becomes the underlying reason for insolvency and sell-
ing out to large companies. The different phases under the 
management could be discussed in the following order: 
(a) Planning 
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Most failures are in very young enterprises, reflect-
ing a lack of preparation beforehand~ Since almost any new 
enterprises run into unexpected demands and situations, the 
ones without adequate planning in operation are the first 
victims in times of hardship. 
(p) Credit discriminations 
In buying goods on credit, small concerns frequently 
find themselves at a disadvantage in that xhe supplier is 
reluctant to sell on terms as generous as those granted to 
giant corporations. 
(c) Organizing and operating procedures 
Many small firms are basically owner-managed oper-
ation without developing of executive or organization. With 
their limited knowledge, they could only do things by trial-
and-error method. Inevitably, it would increase the operating 
coats which extended to the higher cost toward the finish 
goods produced even the quality is sometime better than the 
1 
others. 
(d) Inventory and production control 
Any business will have to attain a certain respect 
1. Sibley, Harper, "Big and little business", Today, April 18, 
1936,p.6 
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to costs and profits in order to stand a satisfactory compe-
titive position in the particular industry. Owners of the small 
concerns, due to their relative simple production proce-
dures at start, neglected or ignored the importance of inven-
tory and production control through record-keeping or account-
1 
ing rather than by individual know-how. The problem enlarged 
when the business has expanded and production control becomes 
complicated. The inability of individual to supervise the pro-
duct beginning from the stock room through the production line 
to the sales department, would unavoidably increase the 
production overhead costs and often would result to insolvency·~ 
(e) Accotinting, Budetary and Record-keeping 
These are the three important tactics in measuring 
the result sought from the present way of operation and pro-
vide necessary informations for alternations, if necessary, 
for better and more economical way of production. 
BUt again, in small business, because of their limit-
ed time to spare among the different management functions, they 
usually are unaware to go through such procedures as about 
2 
25 per cent of the proprietors kept no books. The problem would 
obviously become serious when the firm starts to expand. 
(f) Advertising 
Advertising is an inexpendable feature in modern 
marketing. Small business with limited financial support 
1. Brooks, J.A., "Scientific management in the small business", 
Mech. Eng., May, 1939, -
2. Hawthron, R.B., "Business failures and the small businessman", 
J. account, February, 1935. 
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finds inexpedient to effect sufficient amount of advertising 
1 
to compete with the large ones in many instances. 
Enough has been said to indicate the difficulties 
of operating a small business. And sickly small enterprises 
represent a social cost to all those connected with the small 
business, whether in the role of landlord, creditor, servicer, 
or consumer. Whatever progress can be made toward raising the 
level of m~nagement in small enterprises is that much gained 
toward a better performance for our economic life generally 
and serves to safeguard the continuance of small business as 
a stimulating factor in the economic scheme. 
Since the success of small businessman is related 
to the economic environment of which they are a part, yet they 
are usually too harried by the work at his elbm'i to get a 
clear view of their position in that environment. And with 
their own experience and education, they can not be kept well 
informed on every current changes - whether in the character 
of the community and habits of consumers or in process of 
production and sources of supply~ 
Thus, to succeed in small business would need out-
side services to educate and guide, in order to cope with 
better informed competitions and with more resourceful con-
sumers. 
1. Larabee, G.B., "Yes: little fellows, aided by advertising, 
can still grow 'big; 11 case studies of spectacular success 
in recent depression; Pepsi Cola, Philip Morris and others." 
September, 1940. 
ApProach to a guidance program 
As we are fully aware that the problems of manage-
ment confronting the small business can not be solved ade-
quately with supplementating the isolated and .limited indi-
vidual experience of the small enterprise, then it is the 
question now as to in what way can we provide the servicing 
program needed to keep abreast of business progress. 
Before going into this, we must realize that many 
firms usually do not give themselves the benefit of any 
counselling from the business services• They regard a busi-
ness counselling job a s a luxury which they can not afford~ 
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It is actually untrue because many of the government agencies, 
business-research and industrial-management associations 
would stay with the proble by devising a type of expert 
management planning, organization, and administration for 
the individual firm that the later can afford as a profitable 
expense·• 
We would, then, first have to educate these indi-
viduals to accept and digest such programs. In majority of 
the small firms employed no help, and most of the catechism 
of generalized management principles must be discarded in 
favor of a simpler demonstration of the basic bread-and-butter 
routine·~; Wby these routines make sound policy must be ex-
plained in simple terms applied to the enterprier~s own 
situation~ 
PART~· II 
MANAGEMENT SERVICES THROUGH DIFFERENT CHANNELS AND 
THEIR FUNCTIONS 
Management services may be defined as those 
formal or informal organizations, established for the benefit 
of the business firms that which is a part of the economy, 
composed of independent and dependent business concerns or 
governmental units, and designed to affect the conduct of 
any industry or trade. 
The management services are not a new development 
in American economic life. They may be well traced back 
years ago. For long these groups remained in comparative ob-
scurity. Nbt until the outbroken of the war that popular 
attention has been aroused to the existence and potentialities 
of nationwide servicing organizations, and there has since 
been a growing interest in the extent and the operations of 
such services. 
When the war economy pressed the whole nation in 
the early forties, all the economic activities except that 
to meet the basic civilian needs were curtailed and sacrificed 
for the production of war goods. As a result, many producers 
and manu:racturers who were big enough were converted to mass 
production for the emergency, but still many small busine·sses 
were forced to shut down or merged. The whole economy was 
controlled by the big ones, and the more feared monopoly 
trend was than recurred. Thus, the government, businessmen, 
and general public realized that servicing program was an 
efficient instrument in helping mobilizing productive 
resources in various industries for the vigorous prosecution 
of war. 
After the war ended, the program became more 
important than ever before to the whole economy as well to 
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the business world. Since more individuals who had developed 
skills and accumulated savings during wartime had gone into 
business of their own, and the post-war boom can not stay for-
ever, any sign of unhealthiness of such businesses would 
cause a panic. In order to capitalize on the potentialities 
required, a nation-wide effort was born to raise the general 
efficiency of the small business and to insure a fair field 
for fair play in the tough competition that has been unaoubtedly 
present'~ 
However, despite the wide availability of services· 
through-out the nation, the small businessmen generally lack 
the knowledge to acquire their needed information and services· 
from the servicing channels. There is a need for a compre-
hensive and systematic presentation of services now available 
which might facilitates the small businessmen to obtain their 
desired information and services. 
CHAPTER IV 
SERVICES THROUGH DIFFERENT CHANNELS 
1. Governmental AEencies 
Since the outbreak of war, small business in the 
United States baa been looking more and more to the Govern-
ment for assistance, therefore, the following attempt is to 
study the activities of various agencies with a view to 
1 
appraising their attitude toward smal l business. 
The agencies may be grouped roughly into the 
following categories for discussion: 
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A. Production and procurement agencies interested in small 
business as a source of War and Government SUpplies 
(a) War Production Board 
The War Production Board, although not a procure-
ment agency itself, is the agency primarily responsible for 
production of war and necessary civilian goods, and therefore, 
occupies a key spot in the procurement picture. The principal 
responsibility is to bring into the war program all manufac-
turing firms, including sma~l businesses, which can be mobi-
zed to produce the goods which the nation needs.' 
"Thus it is the Board's responsibility to explore every possi-
ble way in which manufacturing facilities, especially of 
smaller, lees fully engineered firms can be put to work on 
2 
military and essential civilian goods . 11 
-
1. 11 Small Business problemsu, Senate Committee to study problems 
_of small business. 
2. From hearings of 78th Congress 1st Session, Small Business 
Problems discussion. 
During the Second World War, the Smaller War 
Plants Corporation, was set up as the chief war procurement 
agencies. The Corporation~s work is supplemented by the 
staff work of the Smaller War Plants Division of the War 
1 
Production Board. Their functions are as follows; 
(i) negotiating contracts, 
(ii) setting up of small business units in the 
procurement agencies themselves, 
(iii) aiding ~mall business technically and 
financially in conversion, 
and, 
(iv) finding and directing the attention of 
prime contractors and procurement agencies to available 
facilities among small plants. 
(b) War and Nayy Department, United States Maritime 
2 
Commission 
The three great users of war materials, all ex-
press a similar responsibility toward small business during 
and after the war. However, they have different functions 
such as; 
(1) War Department - It has created the Smaller 
War Plants Branch of the Services of Supply, which works in 
close contact with the Smaller War Plants Corporation. It 
contains the following four sections; 
1~ Letter offered to 78th Congress 1st Session, Senate 
Small Business Committee. 
2·. Ibid. 
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(i) Contract Information Section, which processes 
inquiries from small plants with reference to obtaining 
contracts or subcontracts. 
(ii) Assignment Section, which cordinates and 
controls the placement of contracts in distressed areas, 
(iii) Public Information Section, which prepares 
Army purchase information bulletins, processes for purchase 
information. 
(iv) Liason Section, which establishes liason 
with the supply services and the Materials Section of the 
Air Forces. 
(2) Navy Department - The Industry Cooperation 
Division of the Office of Procurement and Material has been 
.established to spread the procurement load to small businesses. 
It attempts to achieve either by stimulating subcontracting 
or by attempting to find small pri me contracts for manufac-
1 
turers who otherwise are not engaged in the war effort~ 
(3) United States Maritime Commission - One unit 
was established to study the problems of small business and 
render all possible aid to them in securing order through 
competitive bidding on requirements in connection with the 
Commission's shipbuildings program. Information and advice 
was furnished them in their efforts to secure prime contracts 
and subcontracts in cooperation with the proper brannhes 
1. Publications , No. 329, 1948. 
of the War Production Board. 
T.heir responsibility for the post-war period is 
limited principally to orderly and equit ble termination of 
contrac ·s for war materials. 
(b) Other procurement agencies 
In general, the other procurement agencies declare 
that they take the position of small business into account. 
They are: 
(1) Federal Works Agency and National Housing 
Agency - Both are organized to utilize local contractors and 
suppliers of material to construct buildings, roads, etc. 
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In addition, the Federal Works Agency provides employment for 
needy unemployed. The wages of these unemployed are spent 
on food, clothing, and shelter; this benefits many small 
1 
businesses. 
(2) The VeteraJLAdministration - It has the policy 
of making small emergency purchases from small business 
during war time. And they provide the needed informations 
and services for veterans who are interested in going into 
2 
business of their own. 
B. Business Regulatory Agencies 
(a) Office of Price. A~nistratiort 
It has two main jobs; (1) Stopping unwarranted 
increas es in the cost o~ living and (2) Regulating price of 
c~rtain commodities. In gener~l, it has tried to obtain the 
L. From hearing of 78th Congress, 1st Session, p.67. 
2. From various publications of Veteran Admin&stration, 
Washington, D.C. 
vi~1point of the small businessman. The decentralization 
of the Office of Price Administration has been carried out 
with an effort to get this viewpoint more readily and to 
give assistance, guidance, and decisions to the businessman~ 
with little inconvenience to him as possible. Their main 
purpose is to help to prevent inflation, thus forestall 
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a collapse of values that would wipe out many small businesses, 
and result in undesirable concentration of economic power. 
(b) Securities and Exchange Commission 
Members of the staff of the Commission are engaged 
in a study of the particular proble~s raised by the enterprises, 
and suggested that its experience in dealing with the me-
chanics of financial readjutment and litigitation might well 
be utilized in dealing with these problems of liquidation 
and readjustment during both the wartime and post-war period. 
(6) Federal Trade Commission 
It has instituted cases to prevent monopolistic 
and unfair trade practices which would be detrimental to small 
business enterprise. It has prepared a large number of 
studies with regard to existence of monopolistic conditions 
1 
and practices in various industries. These studies and the 
reports submitted thereon have a bearing upon the probl ems 
of small business from prospective of monopolistic practices, 
conditions, and tendencies. The commtssion bas been collect-
1. 1 ederal Trade Commission, annual reports; 
!'ederal Trade Commissioners' sp~eches. 
ing and analyzing nformations on the rate of production 
and profits in a large number of industries, including 
small as well as large units. 
(d) Federal Power Commission 
It stated that 
"will continue to use its authority to eliminate rate des-
crimination against small users of utility services •• " 1 
The Commission has published typical bills for 
electric and gas service throughout the country, and thus 
has helped bring about material reduction in the electric 
rates charged to the smaller consumers. The Commission's 
marketing studies and power surveys in connection with 
Federal river basin developments 
" •• nave increasing contemplated and desirability of en-
couraging the development of small or regional production 
enterprises." 2. 
(e) Interstate Commerce Commission 
Similarly , this Commission aims to provide equali-
ty of service and rates to all shippers. 
(f) Federal Communication Commission 
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It has sought to the control of too many broad-
casting stations by a single interest. Thus, in the interest 
of small broadcasters, the Commission has been making studies 
of the supply or transmitting tubes and the use made by 
stations of recorded programs. 
1. From hearings on Small Business Prblems, Senate Small 
Business Committee, 78th Congress,lst Session. 
2. Ibid. 
(g) Federal Deposit Insurance Corporation 
It is the only Federal bank supervisory agency 
responsible for the supervision of smaller banks of the 
country which are not members of the Federal Reserve System. 
They may suggest legislation for the protection of these 
1 
banks as may appear to be desirable or necessary. 
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A. Defense agencies directly concerned with small business-
other than those in 1 and 2. 
(a) War Manpower Commission 
This Commission is responsible for formulating and 
carrying out a policy for the recruitment and utlization of 
the country!s manpower. It is exerting every effort to utili-
ze as:-~much as possible and to help the orient the facilities 
and resources of small businesses to participate in essential 
war production and also in the formulating of post-war plans 
for demobilization and employment. 
(b) Selective Service System 
The System had the responsibility of handling a policy 
of deferment of employees and offices in enterprises in a 
manner best suited to the defense needs. Small businessmen 
have been urged to make claims for the deferment of essential 
2 
workers. 
1. Business Week, July 17, 1939. p. 17. 
2. From hearing of 78th Congress, 1st Session, 1942. 
Senate Small Business Committee , Small Business Porblems 
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(c) Alien Property Custodian 
Their responsibility is to see that the interest of 
small enterprises is the safeguard in making of seized patents 
available and in the operating or liquidating of seized busi-
1 
ness enterprises. 
(d) Office of Civlian Defense 
Although having little contact with small business 
directly, it does make specific recommendations to state and 
local defense councils with regard to setting up committees 
concerned with the industrial prod~ction and the labor supply 
and training. Such committees can bring the industrial facili-
ties of small business to the attention of local prime con-
2 
tractors and Government purchasing agencies. 
D. Fact-finding and research agencies of immediate use to 
small business. 
3 (a) Department of Commerce 
This is probably the most important agency from the 
point of view of small business. And under this organization, 
several units stated below are closely concerned with small 
businessmen-.· 
(1) Bureau of Foreign and Domestic Commerce 
The Bureau conceives its responsibility to act in 
the interest of all business, both large and small. But 
1. From hearings of 78th Congress, lst Session, Senate Small 
Business Committee • . 
2. Defense Department publications , and issues. 
3. U.S. Department of Commerce publication 1949, 
"History and activities"; 
also from hearings from -78th Congress,lst Session, Senate 
Small Business Committee. 
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according to the Secretary of Co~merce, 
"mos t of the work of the Bureau of Foreign and Domestic Commerce 
is, in f act, for the benefit and use of small business." • I 
The Bureau offers businessmen personal and published a ids in 
the field of commerce and industry. These aids are based on 
an intimate knowledge of business; on a storehouse of informa-
tion and statistics of interest and value to business which 
are evaluated, analyzed, and presented in easily usable for; 
and on a constant watch over business trend so that the 
changing needs of business may be anticipsted and special aids 
developed~ 
Although there are four offices under the Bureau, 
namely, -Office of Rusiness Economics; Office of Domestic 
Commerce; Office of International T~ade; and Office of 
Field Service - which are directly or indirectly assisting 
small businessmen. ~ey have established the Small Business 
Unit in 1~41 to handle the problem of small business. The 
functions are described as follows; 
{i) facilities solution of problems of small 
businesses in the Nation's changing economy, 
(ii) initiates studies relating to small busi-
neeses, 
.(iii) plans and supervises the execution of 
surveys concerning small businesses, their policies of 
1. Letter to Senate Small Business Committee, 78th Con~ess 
1st Session, December, 1942. 
2. U~S. Department of Cmmmerce publication, 
"History and activities", 1949. p. 32-3. 
management, organization, operation, financial requirements 
and causes of mortality, 
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(iv) functions as a clearing house by coordinating 
within Bureau 's own activities in behalf of small business-
ea. 
(v) acts in an advisory capacity to Members of 
Cong~ess, officials of administrative branches of the 
Government and some of their committees, trade associations-, 
chamber of commerce , private organizations which seek sound 
economic solutions to problems of small businesses from 
an over-all point of view as part of our total national 
economy, 
and, 
(vi) examines proporsals relating to remedial 
measures for small businesses such as taxation, with drawal 
of concerns from business through orderly, not forced, pro-
cedure, and similar measures. 
This unit is also enlarging its staff of manage-
ment speciaists who will provide direct contact with manage-
ments of small concerns, and also the regional functional 
consultants who assist businessmen in their regions in 
their operating problems at different levels, such as service, 
1 
retailing, wholesaling, or manufacturing~ 
1. Department of Commerce, "Condensed history, duties, and 
practical operation of the Department and its several 
Bureuas and office" ~ 1939. p. 256-60. 
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(2) Bureau of the Census 1 
It is the major fact-finding and statistical service 
agency of the Federal Government. Through its basic program, 
data are furnished to Government, business and research 
groups, and to individuals~ 
~e Census of Business makes a complete ebuneration 
once every ten years. It includes reports on retail trade, 
wholesale trade, servicing establishments, and distributiorr. 
of manufacturers-! sales. And other reports for many kinds 
of retail services and who+esale businesses are issued month-
ly and annualy. Thus, it provides all necessary business 
data for small business. 
(3) National Bureau of Standard 
The standards which the Bureau is authorized to 
deal with have been designated as standards of meaur ments; 
standard values of constants; standards of quality; standards 
of mechanical performance; and standards of practice. Small 
enterprises which have no private laboratory can send 
manufactured products to test in the Bureau's laboratory, 
in keeping up the quality. Although it was orginally 
established to test most chemicals, engineering and physics 
problems, they are also undertaking other functions as; 
testing structual materials; investigating of fire-resisting 
properties of building materials; investigating of public 
1. Department of Commerce, "Condensed history, duties, and 
practical operation of the Department and its several Bureaus 
Offices 11 , 1939.p. 337-45. 
2. Institute of Government Research, "The Bureau of Standard; 
history, activities and organization" p. 
utilities; testing miscellaneous materials; standardizing 
mechanical appliances; standardization of equipment; pur-
chase, preparation, analysis, and distribution of standard 
Jl,, 
materials. 
(b) Department of Labor 
The Bureau of Labor Statistics have staff members 
assigned and available for small business problems and pre-
pares many datas useful for small business. During the 
wartime, the Bureau made an comprehensive study of the impact 
of war upon small businesses. That study includes the 
2 
follo~ing parts: 
(i) Studie~ of manufacturing, trade, and service 
establishments on an industry and on a geographic basis, 
given distribution of establishments and relative importance 
in terms of numbers of wage earners. 
(ii) Surveys of business casualties since 194o 
in each of the 48 States, prepared in cooperation with the 
Bureau of Employment Security and Social Security Board. 
(iii) Study, on the basis of materials prepared 
chiefly by other agencies of the problems of maximizing 
employment in independent enterprises. 
(c) United States Tarfff Commission 
The Tariff Commission has available information 
1 . Institute of Government Research, 11 The Bureau of Standard; 
history, activities & organization~ , p.76-78. 
2. U~S. Department of Commerce publication, 
11 History and activiti-es, and affiliate offices", p. 85-7. 
on particular production and trade problems, much of which 
may be useful to small business enterprises. 
E. Other Government agencies directly concerned with 
small business. 
(a) Department of Justice 
A Small Business Unit was established as a part 
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of the Complaints Section of the Antitrust Division, ~a­
partment of Justice in 1941. The Justice Department reported: 
"Special studies are being made from our accumulated records 
and other sources on the subject of raw materials, especially 
from the view point of their' monopolmzation by interested 
groups and the resulting hardships and handicaps to small 
business.u •l 
Complaints from small businessmen are investigated 
and referred to the proper agency for action. In some cases, 
complaints may result in instituting antitrust proceedings 
2 
against monopoly controls. In general, these individual 
cases affect a large number eggaged in an industry and the 
belief quite often is of aid to that entire industry. 
(b) Treasury Department 
The responsibility of the Treasury Department 
with respect to taxation included formulating recommendations 
for tax policy and adminstering provisions of revenue acts 
of Congress. The Treasury Department indicated that it 
has frequently made recommendations to Congress for tax 
provisions favorable to smaller corporations~ 
1. Letter to Senate Small Business Committee, Decemeer 19, 1942, 
Hearings on Small Business Problems, 78th Congress, 1st 
Session. 
2. The Federal Antitrust Laws, January 1938, with cumulative 
supplement, published by u.s. Department of Justice. 
(c) Board of Governors ·os. Federal Reserve ·systeni 
A section of Research and Statistics of the Board 
of Governors of the Federal Reserve Slfstem is engaged in the 
studies on the financing needs of small business, however, 
7.1 
it does not consider that it has specific statutory responsi-
bilities with regard to the problems of small enterprises as 
in t he post-war period as distinguished from the pre-war 
1 
The limitations in the provisions of section 13b 
of the Federal Reserve Act (providing for loans for indus-
trial uses by Federal Reserve Banks) have prevented subst~­
tial assistance being provided small enterprises-~ -
(d) Reconstruction Finance Corporation 
Its subsidiaries and affiliates have been active 
2 
in aiding small business, such as: 
(i) Direct and bank-participated business 
loans. 
(ii) Disaster Loan Corporation - Reconstruction 
Finance Corporation has made loan in the relief of those 
suffering losses from floods, earthquakes , tornadoes, cyclones, 
fires, and other general disasters. 
(!ii) Electric Home and Farm authority - The 
Corporation has assisted small business through appliance 
merchants and electrical '\-Tiring contractors by purchasing 
1. Federal Reserve Bulletin, September 3, 1947 
2. 11 How RFC aids business: small loans its biggest task" 
.by Schram, E., U.S.News, November 27, l929.p.9 
also from hearings on Small Business Problems, Senate Small 
Business Committee, p.68-69. 
instalment s notes and contracts. 
(e) Department of the Interior 
The Department of the Interior, while stressing 
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the importance of small business, and especially the dangeP 
inherent in monopolization of raw materials, confined ita 
activities to the Bureau of Mines. It has expressed interest 
in the welfare of custom mills and smelters which trea~ ores 
of individual prospectors or mine operators, and providing 
1 
activities as; 
(i) loans to small operators, 
(ii) opening up technical processea .to the 
public, to expand production and using new materials in the 
field of mineral production and processing~ 
(f) Department of Agriculture 
The Department has constant activities to maintain 
a reasonable income level for the average farmer, and also 
helps the community merchants and other small business es-
tablishments and industries, who furnish the goods and services 
which the farmer purchases~· A great dealnof investigation 
and research has been carried out directly beneficial to 
processors and distributors of agricultural products. Several 
of its agencies desc·ribe below furnish aid directly to various 
2 
types of small businesses. 
(1) The Agricultural Marketing Administration It 
provides many services such as commodity inspection and grading,' 
L. Letter to Senate Small Business Committtee, 78th Congress, 
1st Session , November, 1942. 
2. Department of Agriculture publication~ and reports on 
activities toward small business. 
to small businesses which they otherwise would not be able 
to secure themselves. 
(2) The Co~modity Credit Corporation - It has 
engaged in programs that are of direct benefit to such small 
enterprises as country elevators, vegetable-oil crushing 
mills, and local banks~ 
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(3) The Farm Credit and Farm Security Administrations ~ 
It furnishes many directions and assistances to farmers~ 
·' 
marketing and purchasing cooperative organizations. It has 
had a staff committee on small rural industries to study 
their current problems. 
(4) Rural Electrification Administration Cooperatives -
It furnishes power to separate industrial enterprise and it 
has two units of its organization devoted to the problems of 
industrial enterprises in small towns, villages, and rural 
communities served with electricity by R~E.A. financed co-
operatives·~ 
(5) ~he Agriculture Research Administration - In 
conjunction with states experiment stations has been under-
taken studies on the organization, financing, and operation 
of businesses engaged in selling, storing, and processing 
agricultural products and the purchase of supplies used by 
farmers. 
(6) The Bureau of Agricultural Economics - It has 
available data on farm income and prices, agriculture pro-
duction, marketing, transportation, and finance. 
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(7) The Forest SerV"ice - By its studies and surveys 
of forest products requirements and supplies, and by the 
work on wood utilization of Forest Product Laboratory, per-
forms valuable services to manufacturers of wood products·• 
In addition, it makes most of its sales of national forest 
timber to small enterprises~ 
(8) Extension workers are carrying out edu cational . 
wor k in agri cult ural count i.es and provides much a s istances 
to small businessmen by such activities as helping- recrui~ 
labor, expla ining the functioing of price ceilings, price· 
floors, price subsidies, and various other regulations, 
helping work out farm trucking routes, carrying consumer 
education programs, etc. 
(9) Bituminous Coal ConsUli1ers 1 Counsel - It 
represents the coal-consuming public, including all small 
American business enterprises, in proceedings under the 
Bituminous Coal Act of 1937, as amended·. In behalf of small 
coal dealers, it has enlised the services of the Reconstruct.on 
Finance Corporation in financing summer storage, when the small 
coal dealers were unable to secure credit elsewhere~; 
2. T:rade Association 
The definition of trade association formulated by 
1 
the American Trade Association Executive reads; 
1. American Trade Association publicati on 
u.s. Department of Commerce, "Trade Association 
Domestic Commerce Series No.20, 
also Industrial Series No. 77. 
Activities 11 1 
' 
tt nA Trade Association is an organization of producers or 
distributors of a commodity or service upon mutual basis 
for the purpose of promoting the business of their branch 
of industry and improving their service to the public, the 
compilation and distribution of information, the establish-
ment of trade standards and the co-operative handling of 
problems common to the production or distribution of the , 
commodity or service with which they are concerned. 11 ' ' 
The T~ade Association as such is not engaged in the actual 
transaction of business for profit, nor does it represent 
75 
a merger of consolidation of the associated business interests. 
Moreover, it differs from the less homogeneous association 
of independent business units, such as chamber of commerce 
and similar groups, in that its membership is limited to 
participants in a particular line of manufacture or commerce, 
and its activities are restricted to the field of their 
primary interest. But trade associations may be federations 
of a number of trade associations. These federations are 
1 
of several types, such as: 
(1) They may consist of local or regional as-
sociations in the same industry or trade. 
(2) They may be made up of associations in differ-
ent but cognate branches of industry; 
(3) They may comprise associations representative 
of successive stages of the producing and marketi ng process 
of particular trades• 
In all these cases, the trade association is a 
1. u.s. Department of Commerce, "Trade Associations Activities" ·, 
Domestic Series No. 20. p. 17. 
composite unit, combining a number of smaller associations 
whose common business interests have led them to federate 
under a centralized control~ 
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The specific purposes of trade associations, 
whether organized as simple groups or as federated units, 
are diverse in scope, and their functions and activities 
needs of the particular field of business covered, and 
subject to size-of-staff limitations. There are over thirty 
fields of assistance to members come within the scope of 
1 
trade associations services in the United States~ 
An attempt is made here, to study some of the 
activities and services pertained by the trade association, 
according to various surveys made by the Trade Association, 
Division in the Office of Domestic Commerce, U. B. Depart-
ment of Commerce; the American Trade Association Executive 
(the national society of executive heads of over 1,000 
larger associations); the Chamber of Commerce of the United 
States (~rade Association Department); and the National 
Association of Manufacturers (National Industrial Council), 
that are mostly concerned with small business enterpris-es , 
in the following paragraphs; 
A. sta.ttstics 
The collection and distribution of statistical 
data represent a valuable service to the small enterprises~ 
1; "Trade Associations, their economic significance and 
legal status." National Industrial Conference Board, p.l2-25. 
From outside sources, they collect data relating to their 
own industries from the Department of Commerce, and price 
and employment indexes from the Department of Labor, but 
the association 's main contribution to knowledge of the 
conditions in its industry would he made through its own>. 
statistics. After the careful compilation of the data, 
the informations are dis±lributed to the ~embers· tbru 
bulletins or trade papers. 
7T 
Since 1921 the Department of Commerce has under-
taken to furnish statistical informations in convenient forms 
for industries. Yet these have been published in the Survey 
of Current BUsiness served only as a guide to general busi-
ness conditions ~ They do not contain all the details availa-
ble on each item, while the reports of the trade associations 
in each industry furnish the necessary detail which would 
benefit those small independent enterprisers who would other-
wise unable to compile themselves of statistical data~ 
Prudent use of statistical data may help the 
management in many firms. A small businessman can adjust 
his purchase the sales policies by analyzing the current 
data of the interested commodity available and the general 
business conditions~ 
In general, we might narrow down to two major 
benefits, such as; 
(1) all those small concerns engaged in their 
particular industry may be as nearly on an equal basis with 
the big ones as possible in regard to knowledge of the 
bas ic industrial facts, 
and, 
(2) the small concerns might regulate not only 
the price but its sales, production, and inventory policy 
1 
in harmony with the big ones, if it is favorable. 
B. Cost accounting 
The trade associations provide the uniform cost 
figures of the industry, by uniform cost accounting which 
comprises a set of principles, and, in some cases, of 
a ~ count1ng methods. Obtaining uniform cost figures for the 
industrY by the small enterprisers do not mean the prepara-
tion of average or standard cost figures nor the inclusion 
in cost of pre~etermined of fixed elements of cost. 
It is possible, however, when incorporated in 
the accounting system of those independent enterprises in 
the industFy, by obtaining such figures would result in the 
figuring of costs on a comparative basis. It would give 
2 
small manufacture:n§. or concerns assurance that; 
1. Department of Labor Statistics publication, July 8, 1946. 
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2. u.s. Department of Commerce, Industrial Series No.77.,p. 23. 
same way, 
stocks. 
(1) they have departmentalized substantially the 
(2) common understanding of overhead and burden, 
(3) tie-up of the financial and cost record , 
(4) extent to the control of raw amterials or 
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In other words, it would elminate some differences 
in costs , between the small concerns and those giant corpo-
rations within the industry, due ot the lack of knowledge 
caused by the limited caliber of management. And also through 
proper accounting methods, the small businessmen endeavor 
to find out: 
(l) cost of production and distribution, 
(2) promiting of efficiency in buying, selling, 
and manufacturing, 
and, 
(3) provision a basis for comparison with past 
1 
cost records. 
c. Industrial research 
Cost analysis frequently leads to industrial 
research and further steps in the elimination of waste. 
By encouraging cooperative research, trade associations have 
encouraged and populated better management methods• Thus, . 
perhaps, it is the vital activity achieved concerning small 
business. 
1. u.s. Department of Com..Tilerce, "Trade Association Activities " , 
p. 175. 
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Associations conduct industrial research, testing, 
development, and related laboratory work on common industria l 
problems in several ways ,. A fev1 maintain and operate their 
own facilities . Others employ the technical and scientific 
equipment and personnel available at universities, colleges, 
research institutions, government and commercial laboratories. 
Some use the laboratories of member companies-. Many employ 
a combination of several of the above mentioned f acilities. 
The type of facility used depends upon the par-
ticular research, testing or development job to be done, 
plus other factors. 
In general, the following several facilities 
1 
are presently used by r epresentative associations: 
(1) Association laboratories 
(2) Government laboratories 
(3) University laboratories 
(4) Research Institute laboratories 
(5) Commercial laboratories 
(6) Member company laboratories 
The benefit to industry resulting from the trade 
association research is great, but to small independent 
enterprises within the industry who would otherwise be unable 
to acquire such activity is even greater. Though·!:.the benefits 
are many, some of the chief of such benefits may be summarized 
1. tJ.s. Department of Commerce, "Trade Association Activities", 
p. 235. 
as followa; 1 
(1) it offers a way for small enterprisers or 
manufacturers to tackle industry-wide problems that are too 
large for individual manufacturers; also it offers a method 
of providing some research to small manufacturers rather 
than none an all, 
(2) any projects or problema submitted to them 
could be done at a minimum cost because duplicate research 
efforts are eliminated, 
(~) contributions might lead to reduction in 
manufacturing costs and enables small concerns to lower 
prices to consumers, 
(4) similarly, it may improve materials, processes 
and products, resulting in better products to compete with 
the big ones, 
(5) it expands the small businesses' market and 
protects present markets through improvement of present 
products and development of new products, 
(6) it offers the enterprisers a way to obtain 
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research results of related industries and government agencies 
at minimum costs, 
and, 
(7) result sought has advertising and prestige 
value in that the small enterprises could take some advantages 
over the big ones. 
1. u.s. Department of Commerce , " Trade AssociationsActiv1t1es", 
p. 237-238. 
D. Marketing research 
Research into the problems of distribution like 
industrial research is important to small business. It 
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would enable them to achieve more efficient business practices·. 
1 
We might mention several chief influences; 
(1) it would enable small enterprises to formulate 
its marketing policies upon the information gathered from 
such research, 
(2) it provides data for small enterprisers to 
analysis and evaluation of the effectiveness and economy 
of specific marketing methods and operations, which would 
lead to the coordination of production schedule and sales 
efforts. 
Thus, it leads small enterprises to obtain some 
scientific marketing services, rather than letting them to 
do it on trial and error method. 
E. Simplification and Standardization 
Some trade associations conduct trade conferences 
under the auspices of the Chamber of Commerce of the United 
States with producers, manufacturers, wholesalers, retailers, 
and other merchants for the purpose of standardizing and 
simplifying the sizes of machines, equipments, and tools, 
manufacturing operations, and distribution processes and 
1• Daughters, Charles G., 11 The story of marketing", Dun's 
& Bradstreet Monthly Review, ~prilr. 1936. 
also u.s. Dep~rtment of Commerce, Trade Association 
activities", p. 241-249. 
methods. It has encouraged standard of services in the 
small business field. 
F. Public relations 
The rel ations of the small enterp ises as well as 
those giant corporations with the public become increasingly 
important each year. The trade association enters as a dis-
tinct force to rurnish definite services for its members 
without reference to any particular member. Some of the 
associations have organized staff who are fami l iar with the 
technique and mediums of such action, which may consists; 
(1) Cooperative advertising - It is more in favor 
to the small business where the individual companies are 
comparatively small and are not strong enough individuall~o 
1 
t o make an effective national or even regional effort. 
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The tendency is toward pooling their resources or to stimulate 
local group advertising for the least amount of costs. 
(2) Information bureau for the small business ~ 
Trade association may act as the representative organization 
of the small industry whose commodity price fluctuations, 
supply and demand, and management or financial pronlems 
could reach into the public as well as other industries and 
form the basis of news in which all of the public from the 
creditors to the consumers, is interested. Thus, with these 
general a i ms, it can be of real value as a factor in promoting 
public relations. 
1. 11Meeting spcbal problems of small business 11 , Committee 
of Economic evelopment, · 1949, P• 37. 
G. Trade relations 
The liberal attitude of Government toward industry 
has encouraged businessmen throughout the country to attack 
coll ectively t he subject of trade r elat i n and sel f-regul a -
tion-, since t here are always trade abuses and unethica l 
practices present• 
The cost in money of the trade abuses us great, 
many of these disputes result in expensive l igitation, and 
even, when the would-be performer of an unethical act is 
finall y prevented from performing it, the overhead cost 
is arranging for a settlement which from that may be very 
high. Small businessmen who are usually less protected 
against such bad practices performed by some salesmen or 
lawless suppliers would suffer the greatest loss. 
~any trade associations have built up methods 
adopted by their memberships for the elimination of ~ny 
abuses. These methods varies with the nature of abuses, 
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and the strength of the association 1 s hold on its membership·~ · 
Such a ttempts to correct bad practices usually result in 
the adoption by the association of; 
(1) uniform sales contracts, 
(2) codes of ethics and standard of practices , 
(3) and in the promotion of arbitration for the 
settlement of di sputes, which may be devided into voluntary 
1 
and involuntary classes, for their members in trouble. 
1. 11 Text of recommendations filed by small business", 
Journal of Commerce, February , 1938 , p. 5. 
also Business Week, September 17, 1947. p. 15. 
H. Credit reporting 
The trade association collects and disseminates 
credit information relating to the credit status of custom-
ers for the benefit of its small independent members, and 
also supplies accurate information concerning any specific 
customer on request. This enables the small concerns who 
usually do not have a credit department, to avoid making 
1 
mistakes in the use of credit. 
The credit service does not follow any set of ~ype 
or form. They are generally specifically developed to meet 
particular conditions. Some associations have reported 
their credit activities as extending only to the collectioru 
and dissemination of information relative to Federal and 
State law dealing with collections, bankruptcy, conditional 
sales, and the like, and if proposed change in such laws. 
In most associations credit conditions and practices rece±ve 
consideration in conferences where specialists, either from 
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the membership or outside, are engaged to address group 
meeting on this subject. Some associations issue semiannually 
a 11blue-book11 of credit ratings, supplemented by frequent 
special reports. Some associations issue daily, monthly , 
and periodic credi t bulletins, special reports, and grading 
of indi vidual accounts, and facilitated the correction of 
2 
trade abuses. 
1. Business Week, "credit reporting among memberships by 
trade association" , Spetember 24, 1938.p. 28-29. 
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The specialized nature of the wor k account for 
its cost to the small independent members of the association. 
I. Insurance 
The associations generally are engaged in solving 
the varied insurance problems which confront the small busi-
nessmen. The activity may be classified into three phases: 
(1) Insurance education - Bmall businessmen mostly 
upon being sold an insurance policy may put it away without 
reading it. Thereafter, they pay the premiums as a matter 
of course, seldom referring to t he pol i cy unless it i s to 
make a claim, and sometimes vrould cause a complete loss to 
the small businessmen due to the question of coverage. The 
trade association may well urged them to read the contracts, 
u_~derstand the contents, and use the various services made 
1 
available by insurance as an institution~ 
(2) Constructive research into insurance legislation, 
and regarding subject of rates, striving to secure proper 
ri sk eval uation of rate levels. 
(3) Reduction of ioTaste - The insurance premium is 
based on the extent of losses. The association has constan~~y 
been increasing its service in assiting the small businessmen· 
in the reduction of vmstes. Since it frequently happens that 
even though full insurance is carried at times certain in-
tangible uninsurable losses result, such as customer!s good-
1. Metropolitan Insurance Corporation publication, 
11 Influences of effective insurance policies on small 
'businessmen. 11 , p. 23-4. ·· 
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will and future trade may be lost through the destruction 
of a plant or shop by fire; losses due to theft and pilferage, 
poor packing, or crating swell the large sum of money; accident 
and sanitary condition and others. 
J. Government relatio!')..s 
The relationships with the Government could be 
generally stated in three fields and the association furnishes 
informations for their members. They are; 
(1) Legislation - Informations on all important 
bills affecting the business directly or indtnectly passed 
at congressional committee hearings. 
(2) Administration _- Concerning the relations with 
administ ative agencies which enforces and administrates the 
various eta affecting the business. 
(3) Research services - Information sought from 
by cont the research and service branches of the Govern-
ment, s those maintained in the Department of Commerce 
and Depa tment of Agriculture. 
3. 
liers 
Since any competent businessmen realizes that his 
custome s are part of their business and it is their interest 
1 
to see bat they prosper. 
1 .. Comm ttee of Economie Development, "Meeting Special Problems 
of S all Business", 1947, p. 24. 
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Most manufacturers and suppliers, wherever possible, 
would a range to make available to their small business 
custome s service and suggestions on sales and advertising 
problemj • And aid has been extended even to areas such as 
credit r eporting, credit policies, accounting, merchandizing, 
technic 1 knowledge, research findings and ~imilar require-
1 
good management. 
The independent wholesalers often have enco~aged 
ncially supported the organization of a voluntary 
retail hain. The wholesales house has supplied the members 
lusive private brands and assistance in their promo-
tion. he wholesaler's sales force arranged as such that it 
tes a group of merchandising counselors who cooperate 
2. 
in the ffort of the voluntary chain. 
For the case of general plan of Butler Brothers 
3. 
go- in their administrative direction of the Ben 
group of variety stores and their system of Federated 
Stores. The retailers selected by the wholesale house are 
locate so that the units are not competitive with each 
other. The service furnished the retailer includes: 
(1) The appraisal of the location and, where 
necess ry, re-location to a promising sire, 
(2) the planning of a financial program and an 
supervision of store layout, 
1. Report of Committee of Economic Development, No.7, p. 13. 
2. 11 Litttle retailer, this way out 11 1p Steffler, C.W., 
- Commerce and Finance , Vol.XVII, No.22, May 30, 1928. 
3. Publication by Butler Brothers of Chicago. 
(3) the planning of a financial program and an 
operating budget { with appropriate forms, such as the 
a ccompanying sales quota chart), 
{4) the selection of merchandise suited to the 
character of the community served , 
(~) the programming of merchandise to be featured 
is prepared in advance for the ensuing months, 
(6) the window-and store-display services supple-
menting the layout guidance, 
{7) a training and rating program for the account-
ing and sales personnel, as well as the owner-managers, 
(8) a periodic field appraisal of the operations 
in the stores and a financial appraisal by the home office, 
with recommendations for strengthening operations that show 
weakness~ 
In the example given above, the charge for the 
management services thus rendered, under the contract with 
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the dealer, will vary accordingly to the maturity, efficisncy, 
and stability reached by the outlet. Any special problems 
may require additional time and involve appropriate supple-
mentary charges. 
Similar services may be privded by the voluntary 
1 
mutual chains and cooperatives. They involve varying degrees 
of adherence to agreed rules by the dealer and the manage-
ment agency, manufacturer, or supplier. 
1. 11 Chain store system of marketing and distribution", 
_Federal Trade Commission publication, December, 1930, p. 35. 
Ppar tment 
A- Dress 1 .! 2 .13 .1 4 
Accessories 
BT Lingerie 
CT ~nfants 1 Wear 
D•-Wash Frocks 
D2-Dresses 
D3-Coats & Suits 
D4-Sportewear 
D5-Millinery 
El- Piece Goods 
E2-Towels , Bedding 
F-.Notions 
Gl-Men 's 
Furnishing 
G2- Men 1 s Dress 
Clothing 
G3-Hats and Caps 
G4-Men 1 s Work 
Clothes 
G5- Boys I vv ear 
H- Hosiery 
- J- Shoes 
Sales Budget Gui dance 
for the Small Retailer 
89a. 
Percentage of total Store Sales 
5 ·. _6_; 7 . 8 ' 9 10 ll . :;1.2 13 ' 14 J.S 
. ,. 
CHART II. March departmenta l sales chart . T~ke into consi-
deration merchandise deficiences (together with 
any specia l l ocal buying) and plan promotional 
program accordingly. 
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Small businessmen generally are not as familiar 
as they could be with the opportunities for borrmTing needed 
funds which are available to them through the business loan 
policies, program, and requirements of banks in their loca-
l 
lities. 
Banks ordinarily are interested in making as 
many business loans as they safely can. This is one of their 
long-time functions and a potential source of their income. 
However, in order to make loans with a high degree of safety 
and protection for the depositors who supply the bulk of 
bank funds, b ankers need clear and dependable fact s con-
cerning the business which asks for loans. 
The proprietor of a small business with a well-
organi zed set of books and f i nancial statements based on a 
practical system of accounts will usually have little diffi-
culty in providing his banker with concise and understanabla 
statements of condition. Nevertherless, such a system of 
a ccounts can be rarely found in small concerns, hence then, 
2 
the small enterpriser is reluctant to approach a bank, 
his presentation may be i nadequate when e does do so , with 
the result that bank can not make an intelligent judgment on 
his application for a loan. 
1. Francis, Gerald M. , "The small business and bank", 
u.s. Department of Commerce, Office of Small Business, 
1947, p. 17-19. 
2. I bid. p. 22. 
The banks, due to their desire to develop their 
volume of loans whenever the funds so loaned can be used in 
productive purpose, has proposed for developing new or 
better loan processes and services, as well as other im-
1 
provements, for small businessmen who require funds5 The 
small enterprises may obtain sound advice on subjects re-
garding loaning problems from banks familiar with general 
business and the community in which the small enterprise is 
2 
operating or plan to operate. 
Since the end of the war in 1945, the commercial 
banks in the United States have undertaken a broad program 
of making their loan services more easily available to 
small businesses. The promotion work incidental to this 
credit program has been done by the Small Business Credit 
Commission of the American Bankers Association. It is 
the aim of this group to help commercial banks to provide 
a complete line of major types of loans that may be needed 
by various classes and conditions of businesses. 
And according to published statements of bankers 
their standards for business credit to small enterprises are 
3 
generally the following: 
(1) The borrower must be an excellent moral risko 
(2) There must be evidence that he has the ability 
to operate his business on a sound basis. 
1. "Banker looks for small accounts" , Banker's monthly, 
September, 1944. p. 8-9. -
2. Federal Reserve Bank, bulletin, October, 1945. p.l7. 
3. Francis, Gerald , "The small businessmen and his bank", 
u.s. Department of Commerce, Office of Small ~usiness, 
1947, p. 26 . 
91 
92 
(3) The past record of the business and its prospects 
must indicate sufficient probable income to enable the bor-
rower to repay the loan out future income or from realizable 
assets in his business. 
(4) While a normal risk may be assumed on loans 
of this type, necessary steps must be taken to insure the 
bank against losses greater t han can be absorbed profitably 
in the usual course of business. 
And in making certain of the factual information on 
those points, the bank will thoroughly investigate the busi-
ness . All those procedures and requirements could be con-
sulted with the banks a s well as what types of credit are 
1 
mostly r equired, before taking any action. 
c. nsurance companies 
business 
Many arge insur ,nce cor n r ations furn sh reliable 
f ormations , either f rom outside sources or from 
their own research laboratories, for the benefit of their 
policy holders.- To some extent, they act as an investor 
2 
in a great variety of fields. 
4. Schools and Other Research Institutions 
A. Univers~ties and colleges 
A large number of publications of business reports 
on small business in circulation are t he work from various 
1 . Ibid. p. 28. 
alsoDockerey, J ames c., "Small business financing and 
taxation" , u.s. Department of Com.rnerce, Small Business 
Division~ 1949, p. 17-19. 
2. 11 Can insurance companies aid small businessman ? 11 , 
Horning , R.M., Mesmer, G.G., Barron's , June,6 , 1938. f.•l8. 
also "Life insurance companies lend to small business ' , 
Credit and Finance ~mnagement, November , 1950, p.ll-1~. 
university and college laboratories through out the country. 
They also provide programs in training competent management 
personnels in different fields. 
The specialists and experts teaching in the uni-
versities can be sought as advisor or consultant for the 
small concerns. 
D. Research institutions 
Those institutions are not restricting the pro-
grams for members or similar qualifications~ They are 
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1 
generally operated at a reasonable profit in several specialized 
fields. The required advise and informations can be obtained 
2 
at request or from their publications. 
1. From publications issued by University of Illinois, Chicago ., 
Business School. 
2. ~ational Small Business Research Bureau report on Small 
Business Problems. 
CHAPTER V 
CONCLUSION 
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It is only within a short period of two decades, 
the importance of management services has aroused the genera l 
interests of the public• The high rate of mortality of 
small business has been known as serious disturbing factor 
in the economy. This high rate of mortality was partly at-
tributed by the general economic fluctuations but mainly 
because of poor management of small businessmen and their 
inability to adjust business activities properly during 
the lean years. In the modern society, the economy is closely 
interwoven. The failures of small business introduce chain-
influences to the other components of the society, therefore, 
such rate of mortality often accelerates the degree of fluc-
tuation over periods of time. 
Viewing the importance of small business and the 
gravity of high mortality rate of small business producing 
general instability to the economy, the government was the 
first one undertaking the responsibility to assist the small 
business. Various governmental orga~izations have worked 
jointly and separately in an effort to scale down this mor-
tality rate by providing needed informations to the small 
businessmen and rendering many other forma of services and 
assistance helpful to the small business. 
95 
On the other hand, small businessmen themselves, 
are directly concerned with this mortality rate. As a 
result, respective trade associations were formed either 
voluntarily or under the direction and guidance of government 
bodies in an attempt to solve the managerial problems in 
combined efforts and to protect their mutual interests. 
Other factors which directly or indirectly as-
sociated with small business also extend many forms of valu-
able services and assistance to the small business. This 
group includes the suppliers, banks and research insitutions. 
Obviously, management services rendered by the 
various groups mentioned have already produced pronounced 
results. This may be proved by the gradual decrease of mor-
1 
tality rate in the small business since 1939. The importance 
and significance of management services to the functioning 
of small business is therefore evident. 
However, there are still many small businessmen 
who fail to accept the idea of utilizing the management 
services despite the constant and continuing efforts made by 
the various organizations to educate them. Several retarding 
factors exist. They are: 
1. It is due to the psychological effect of the 
small business-owner, who has chosen to operate his own 
1 
business his own because of his self-confidence in himself. 
1. Kaplan , A.D . ", "Small Business, it 1 s place and problem" , 
1948, p. 276-78. 
Disciplining his operation through formal controls would 
appear a s red tape, confining him in and reducing the flex-
ibility that deems vital to him. By ternperatment, he would 
rather find his own way to success or failure by trial and 
error than accept standardized guide posts to a surer path. 
2. This attitude of small businessmen toward the 
management services may be reinforced by his relative fr.uit-
lessness of his occasional search for management miracles. 
The highly departmentalized organization charts that he has 
seen in trade or technical journals for the smooth routing 
of formal operations, materials, or even correspondence, 
iould mean little to the small fellows. For instance, the 
publicized news showing how engineering problems have been 
solved by the big company with but 3 per cent its revenue 
96 
from sales set aside for technological research prove little 
to the firm with gross output under $100,000. Any such 
problems submitted to the servicing organizations individually 
would cost more than he would afford. 
3~ In many instances, it is due to the basic 
insufficiency of educational background of small businessmen 
which prevent them to be exposed effectively to the kind 
of counsel that he could appreciate as helping them to remove 
obstacles from their path; make their efforts more fruitful; 
and free them for more rewarding exercise of their init!a- . 
tives ~ 
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4. It is also partly due to the inadequate efforts 
in promoting advertising by the servicing organizations in 
letting the small business known the availability and way of 
applicability of servicing programs. 
5. In addition, a number of private agencies o~fer-
ing services to small enterprises are comprised of inexperienced 
personnel whose own level of competence needs to be raised. 
It is an area in which trustworthy standards have not yet 
1 
been fully developed. 
6. The last and the most important point to be 
stressed is the expensiveness of the servicing counselling. 
The tailoring of management guidance to the requirements of 
the small independent business may proved difficult acieve-
ment. Reliance on separate limited services of a la~yer, an 
auditor, an engineering consultant, and an advertising agent 
is very expensive, and also in many cases, their combined 
services still leave large gaps in the guidance of management 
as a whole-. 
In conclusion, the management problems confronting 
small business are kaleidoscopic and many of them inherent. 
The purpose of this thesis i s not t o treat management services 
as panacea f or all sickness suffered by the small business .. ,-
but rather expres s in a systemat cal order , the available 
s ervices opened to the small business~ 
1. Domes tic Com.rnerce, 11 Resolutions adopted by small business 
conference", February 10, 1938, Vol. 21, No. 4. p. 67-8. 
Under the American economy or rree institutions, 
competition has been except ionally keen. With t he modern 
trend of mass production and mass selling, it is i ncreasing-
ly difficult for t he small business to hold their position, 
therefore, the mortality r ate or small business probably 
will continue to be high. Hm~ever, as one writer has 
1 
suggested : 
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11 
• •• The Ameri can economy can not in our day operate as 
though it were an open pr airie where each man r ides at will. 
In a complex society all business can move more surely to 
its goal by the use of co~mon roads and traffic signals. 
What small business may properly seek is equality of oppor-
tunity to travel the roads . It can not make progres s when 
the highways are obstructed with barriers and detour signs, ••. 111 
the government mus t help to keep the highway clear, and 
adequate f acilities and services must be extended to the 
small business, thus may unable them t o keep abreast in this 
dynamic economy and to me~ aggressive competition i n a 
going system of private enterprise. 
Kaplan, A.D, 11 Small Business, it's place and problem", 
1948, p.387. -
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APPENDIX 
TABLE XII -. /,..· .. 
. -
-
-
.. .------- ......... · -
-
---· -NmJIBER OF OPERATING BUSINESS FIRMS BY INDUSTRY , - . 
1939-1946 - - --
1939 1940 1941 1942 1943 1944 1945 
i 
1946 
3,316.7 3 , 298.2 3,398.0 3,155.7 2,860.6 2,923.5 3,369.1 3 , 503.9 
21.4 22.0 23.4 25.9 26.2 25.7 26.3 27.3 
202.1 218.4 243.8 220 . 2 158.1 153.1 189.2 233.4 
214.2 215.5 225.8 224.1 228.6 236.2 262.5 288.5 
207.7 205.2 209.2 197.2 188.0 193.2 206.1 216.9 
144.8 143.3 146.2 134.1 114.8 122.0 143.2 159.9 
1, 601.4 1,584.7 1,620.8 1,480 . 7 1,329.9 1,354. 4 1,493.5 1,616.8 
286.4 283.0 285.0 273.2 261.2 274.1 286.0 294.7 
638.7 626.1 643.8 600 . 2 553.8 564.8 617.3 666.3 
Source: Survey of Current Business, 
January , 1947, p.l8. 
TABLE XIII 
PERCENT DISTRIBUTION OF 1650 FIRMS SOLD OR LIQUIDATED BY 
SIZE ACCORDING TO INDUSTRY GROUPS, SECOND QUARTER, 1946 
Size 
All 
·3 employees 
·7 employees 
·19 employees 
l or more 
~mployees 
All Retail Service Manufac Con~ 
Indus~ Trade Indus- ~turing struc-
tries · try · tiori_ 
100 100 100 100 100 
61 65 69 34 49 
25 25 20 30 36 
10 8 8 22 13 
4 2 3 14 2 
SOURCE: Survey of Ourrent Business, 
April, 1947, p.l7. 
Trans-
por-
tati<m 
100 
64 
17 
15 
4 
ii 
Others 
100 
64 
24 
9 
3 
TABLE XIV 
PEBEENTAGE OF DISTRIBUTION OF NEW & DISCONTINUED 
BUSINESS BY SIZE OF FIRMS, 1940 to 1946 
NEW BUSINESS.:-· 
111 
ustries group & 1940 1941 1942 1943 1944 ~ 1946 
ze of firm 
11 Industries 
s than 4 employees 
employees 
9 employees 
49 employees 
or more employees 
s.nufactur1ng · 
s than 4 employees 
employees 
;1 employees 
1!-9 employees 
or more employees 
etail Trade 
s than 4 employees 
employees 
;) employees · 
1j.9 employees 
Jr more employees 
Ll Industries 
3 than 4 employees 
employees 
~ employees 
~ employees 
mufacturirig 
3 than 4 employees 
employees 
~ employees 
~9 employees 
'r more employees 
~tail Trade 
3 than 4 employees 
employees 
~ employees 
~9 employees 
'r more employees 
(1) less than 0.05 
100 
89.1 
6.8 
2.4 
1.2 
.5 
100 
73.9 
13.6 
7.0 
4.0 
1.5 
100 
89.1 
8.2 
2 . 3 
.4 (1) 
100 
89.7 
6.2 
2.3 
1.3 
.5 
100 
69.5 
16.1 
7 ; 7 
4.8 
1.9 
100 
92.1 
5.9 
1.7 
.3 (1) 
100 
92.8 
4 .. 2 
1.8 
.8 
.4 
100 
77.0 
12.0 
6.2 
3.8 
1.0 
100 
97.5 
1.8 
.6 
.1 (1) 
100 
86.1 
8.5 
3.4 
1.4 
.6 
100 
68.4 
16.6 
8.0 
5.4 
1.6 
100 
87.9 
9.2 
2.6 
.3 (1) 
DISCONTINUED BUSINESS 
100 
96.2 
1.9 
1.3 
.4 
100 
95.4 
1.7 
1.7 
.4 
.8 
100 
96.1 
2.1 
1.2 
.3 
.3 
100 
96.1 
1.8 
1.3 
.6 
100 
94.9 
1.7 
1 .7 
.9 
.8 
100 
95.8 
1.8 
1.4 
.8 
.2 
1942 
100 
96.4 
2.0 
1.1 
.3 
100 
94.9 
2. 0 
1.7 
.7 
.7 
100 
96.8 
1.8 
1.0 
.3 
.1 
1943 
100 
92.7 
3.8 
2.3 
.7 
100 
90.2 
3.7 
3.7 
1'•8 
.6 
100 
94.6 
3.3 
1 .. 7 
.3 
.1 
Source: Survey of Current Business, 
May, 1947, p.12. 
100 
88.9 
6.9 
2.8 
1.0 
.4 
100 
57.7 
22.6 
12.3 
5 .3 
2 .. 1 
100 
94.1 
4.2 
1.3 
.3 
.1 
1244 
100 
83.9 
8.7 
4 . 9 
1.7 
100 
62.4 
15.2 
1 .8 
S.6 
4.0 
100 
85.5 
8.9 
4.3 
1.1 
.2 
100 
87.1 
8.5 
3.1 
1.0 
.3 
100 
59.9 
22.0 
11. 8 
4.5 
1.8 
100 
92.7 
5.3 
1.6 
.3 
.1 
12.1:2. 
100 
82.9 
9.0 
5.3 
2.0 
100 
62. 5 
13.9 
12.6 
7.4 
3.6 
100 
83.2 
10.2 
5.1 
1.1 
.4 
100 
85.9 
9.5 
3 .. 5 
.9 
.2 
100 
58.9 
23.5 
12.2 
4.0 
1.4 
100 
91.9 
5.8 
1.9 
.3 
.1 
1946 
100 
82.7 
9.4 
5.2 
1.8 
100 
62 .6 
14.8 
11.5 
6.4 
4.7 
100 
83.1 
10.5 
5.0 
1.1 
.3 
iv 
TABLE XV 
ENTRY RATES ~ DISCONTINUANCE R~TES BY I NDUSTRIES, 1940-1946; 
NUMBER OF ~v OR CONTINUANCE BUSINESS AT YEARLY RATE PER 1,000 
FIRMS IN OPEP~TING AT THE BEGIID~ING OF PERIOD. 
ENTRY RATES 
1940 1941 1942 1943 1944 1945 1946 
All Industries 108 135 100 147 96 139 227 
.ng & Quarrying 208 307 226 98 173 1143 188 
.ract Construction 260 324 231 102 147 315 553 
~facturing 127 143 129 83 107 165 2269 
.portation, Com-
.ication & Other 
·lie Utili ties 142 181 1777 72 78 94 149 
sale Trade 119 122 57 60 165 211 306 
1 Trade 68 74 45 24 84 126 207 
.ce, Insurance 
67 56 Estate 88 101 91 91 113 
ce Industries 143 220 173 50 102 134 218 
DISCONTINUANCE R~TES 
All Industries 109 124 181 123 51 51 53 
ng & Quarrying 249 226 147 98 124 122 108 
ract Construction 194 232 390 377 93 94 89 
facturing 110 109 130 72 55 68 71 
sportation, Com-
ication & Other 
lie Utilities 164 160 226 106 39 38 44 
esale Trade 119 122 157 179 66 68 72 
il Trade 67 73 144 105 40 40 42 
nee, Insurance 
116 104 63 eal Estate 109 57 57 52 
tee Industries 161 210 239 122 57 56 59 
v 
TABLE XVI 
NUMBER OF NEW & DISCONTIND~D BUSINESS BY INDUSTRIES,l940-1946 
New BUsiness 
(in thousand) 
1940. 1_941 1942 ~ 1941±. 12±2 1946 
All Industries 357.3 447.6 334.7 143.4 272. 8 411.8 365.6 
Mining & Quarrying 6.1 6.8 5.5 2.5 2.9 3.7 2.5 
Contract Construction 53.9 71.6 ~; 55 ~8 20.7 21 . 6 48.8 52.3 
f.fa.nufacturing 27.2 31.1 29.2 18.7 24.3 39.4 35.3 
Tran sportation, 
Communication & 
other public 
utilities 29.0 26.3 36.2 14.0 11£..6 18.4 15.3 
Wholesale trade 17.2 17.6 8.2 7.8 18.8 26.5 ~.21.9 
Retail trade 107.3 118 .0 71.7 ·34.9 110.2 172.9 154.8 
Fiaance , Insurance 
and Real Estate 25.5 28.6 18.8 15.0 24.2 25.2 16.2 
Service Industries 91.0 137.6 109 . 4 29.8 56.1 76 . 9 67.2 
Discontinued Business 
( In thousand) 
1940 1941 1942 1943 1944 ~ 1946 
All Industries 360.5 410.8 604.4 379.1 143.5 152.5 85.9 
Mining & Quarrying 5.3 5.0 3.6 2.5 3.2 3.1 1.4 
Contract Construction 40.1 51.4 94.0 76.6 13 . 6 14.6 8.2 
Manufacturing 23 . 7 -:. ;:;;·.ry 29.4 16.3 12.5 16.4 9.3 
Transportation, 
c:ommuni cation & 
other Public 
Utitilities 33.6 32.6 46.4 20.6 7.3 7.4 4.5 
llholesale trade 17.2 17.6 22.6 23.2 7.5 8.6 5.2 
Retail trade 106.4 116.8 228.8 150.5 53.1 54.4 31.5 
Finance , Insurance 
& Real Estate 31.7 32.8 29.0 17.1 15.2 15.7 7.5 
Servi ce Industries 102.4 131.3 150.7 72.2 31.0 32.2 18.2 
Note: Because of rouding, totals do not necessarily equal 
sum of components. 
Source: Survey of Current Business, 
Janum:ry, 1947, p.l7. 
TABLE XVII 
BUSINESS POPULATION IN OPERATI NG BUSINESS, BUSINESS TURNOVER AND INCORPORATIONS 
02erating Business Discontinued Business Business I New Business 
Transfer 
Tota l Con- Manu- Ser- Retail :ihuWB.ele All Total Con- Manu- Ser- Re~ Whole I All Bu c; -~ -'1 "'!J s c6n- Manu- Ser- Retail Whol e- All 
tra ct fac- vice trade S8.l qsa le others tra ct f a c- Vice t ail - sale I others ~r~·1c f~~ ti-act f a ctur- vice trade sale others 
Con- tur- Indus- tr_ t:f'ade Con- tur- In- trade trade 1 Cts- ing In- trade stru- ing tries stru- ing dus- ' !\.1.. l Business Total t c- dus-
tion tion tri- : oP' ·.-r"~ Trr:.nsfer t on tri es 
es 
1~44 3,062~2 153 .4 245.8 657.1 1,393 .3 146 . 1 467.1 49. 6 4. 1 5.5 11.4 19.5 1 .6 7.4 70.7 87.7 7~ 7.4 <) . (', 9.0 21 . 9 31 .9 4 .6 14.6 
1945 3,258.4 176.7 262.8 706.0 1,456.6 159 .7 496.5 50 .7 4.5 6.7 11.6 18 .9 1 . 8 7. 1 87.0 107.4 :J-4 .0 12 . 1 24.0 37.5 5 . 6 14.3 
1946 3 , 6o5 .4 242.6 301.9 772.8 1,574.0 181 .1 532.9 56.6 6.7 7 . 3 12. 8 19.8 2.2 7.9 109 .4 155. 0 23.7 19 . 2 32./1 54.1 8 . 0 17.9 
1947 3 ,879.0 289 .3 330.5 830 .5 1, 672.8 196.6 559 .3 72.9 9.1 10 .3 15.2 25.7 3.3 9.3 101 . 0 118 . 2 l8 .6 12.5 25 . 7' 42.3 5. 8 13.3 1948 3,976.4 318 .6 328.3 854.1 1 ,704.6 202.1 586.7 92.7 10 .9 11.6 19.9 35 .6 4.0 10';77 95.5 98. 6 ,6.2 9.9 21.1 35 .0 4.6 11 .8 
Source: Survey of Curr ent Business, May, 1949, p .l2- I 18 . 
• 
I I TABLE XVIII 
I 
INDUSTRIAL AND COMMERCIAL FAILURES 
Failure Numbers Liabilities thousands of dollars) 
Con- Manu- Retail Whole- .All Total Con- Manu- Retail Whole- All 
Total tract f a ctur- trade sale others imact factul - trade sale others 
Con- ing trade Cons- ing trade 
struc- true-
tion tion 
1939 1,231 52 54 243 754 124 15,210 751 919 I 5 , 929 5,615 1 ,995 
1940 1,135 49 63 203 708 110 13,890 671 1,109 I 5,567 4,8~3 1,700 
1941 987 45 58 164 632 87 11,342 556 889 4,270 4,078 1,548 
1942 784 42 62 125 491 63 8,392 602 853 2,600 3,368 974 
1943 268 ~0 33 47 147 21 3,778 416 455 1,588 l,06o 259 
1944 102 10 14 29 L;-41 8 2,638 293 198 I 1;.fa11 327 142 
1945 68 7 8 23 24 5 2, 533 4"'fi7 297 1, 37 261 101 
1946 94 10 12 39 25 8 5,862 781 362 . 3,241 523 957 
1947 290 24 20 106 102 37 18,421 2,376 601 11,894 1,288 1,762 
1948 438 40 37 123 182? 56 25,881 8,232 1,701 10,858 3,318 2,172 
Source: Survey of Current Business, May, 1949, ~. 19 . 
'!:ABLE I XX:;, :: 
NUMBER OF FIRMS IN OPERATING & PERCENT CHANGE BY MAJOR INDU'STRIAL 
DIVISION, SELECTED YEAR, 1940- 1950 
Firms in Oper ating , end of year 
(1,000 thousand) Percent' Change 
1940 1941 1948 ~ -~25Q 40-41 4_8~ ~_ .. 50 40- 50 
11 Industries 3, 369.9 3 ,396. 1 3 , 98.§_. 1 3,953 . 3 4, ooo . o 0.8 -o.rr 1. 2 18 . 7 
ipg & Quarrying 38 . 1 38.6 35.4 34 . 1 34. 0 1 . 3 - 3.17 -o. 3 10 . 8 
tract Construction 194.6 187 . 2 327.8 339 . 5 364.0 - 3 . 8 3.6 7.2 87 . 0 
ufacturing 330.2 238.3 323.3 302.4 306.0 3.5 -6 .~ 1 . 2 32.9 
able 87 . 2 92 . 5 153.1 139.1 146.0 6 11 - 9. 5.0 67 . 4 ,. 
on- durable 143 . 0 145 . 8 170.2 163 .3 160 . 0 2. 0 - 4 . ll -2.0 11.9 
nsportation, 
mmunication & other 
blic Utilities 146.7 148.0 189. 1 189 . 9 196. 0 o . 9 o . ~ 3.2 33 .6 
lesale trade 150 .7 161.3 203.1 202.9 205 . 0 7. 0 -0.1 1 .0 36. 0 
ail trade 1,591.0 1,600 .3 1 , 701.3 1,687.5 1,690 . 0 0.6 - 0 .18 o . l 6. 2 
ance , Insurance 
Real Est at e 312.0 310 .• -3 346.0 344.3 348 . 0 0.5 - o.g 1. 1 11.5 
i ce Industries 706 . 7 712:3 855.0 852. 6 8 57.0 0 . 8 - 0 . - 0 . 5 21 .3 
Source: Survey pf Current Busines s , March, 1951, p .21. 
1 • 
' I 
• 
ix 
THOUSANDS OF FAILURES 
'------ ''----~----'---__J'-- -- I - - -
J~A7 194~ 
~ Quarterly Average~ 
CHART III. Business Failures , 1939-1949. 
Source: Survey of Current Business, March 1950. p.28. 
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